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Preface 





It seems to me that it-is a sociological event that Current Sociology has 
invited me to review a question that few sociologists or other social 
scientists (excluding historians) have explored. Their avoidance might 
be explained by the tenacity of collective denial, the insistence of some 
scholars on the uniqueness of particular genocides (later discussed), 
and the rigid proscriptions of modern sociology. Indeed, Kai Ericson, 
in reviewing a new Handbook of Sociology (edited by Neil Smelser) 
observed that readers 


would find nothing at all in the pages of the Handbook about happenings 
that the rest of the world called ‘historic,’ events that helped shape the 
character of our age. Nothing about Hiroshima and Nagasaki, the Holocaust, 
_ Vietnam, Bhopal and Chernobyl. That should not surprise them, considering 
how deeply American sociology has invested in the study of the ‘general’ 
as opposed to the study of the ‘particular.’ They may be more puzzled to 
learn, though, that the Handbook has so little to say even about categories of 
events that have had such an impact on our times — wars, disasters, plagues. 
The index cites the nuclear family, for example, but not nuclear power or 
nuclear weapons,...well-meaning outsiders.... may very well conclude that 
the main subject matter of sociology is sociology (K. Ericson 1989, 475). 


e Both because of the paucity of research by sociologists and the 
inter-disciplinary nature of social-scientific research in this area, I 
have extended this review to include the work of political scientists, 
historians, anthropologists, and psychologists, only omitting works 
specifically focussed on a single genocide which do not suggest, explore 
or test social theory. 

I am grateful to the Editors for their invitation and hope, as a 

sociologist, this will instigate other sociologists to consider and research 
genocide and other issues which test both sociological and moral imagi- 
nation. This is not to say that will be easy but why should we expect 
questions undermining the conventional expectations of existence — 
security, continuity, predictability, trustworthiness — to be easy? 

There is a small circle of colleagues researching genocide who 
have been consistently involved in reciprocal support and criticism. 
I am especially grateful to Frank Chalk and Kurt Jonassohn (Montreal 
Institute for Genocide Studies, Concordia University) for their review 

' and criticism of an earlier version of this manuscript and their consistent 
helpfulness and friendship. It will be apparent there are still some 
disagreements between us. 


Preface . vi 
"The Social Science Research Council and Macarthur Foundation. 
Program in International Peace and Security Studies enabled me to 
advance this study by granting me a fellowship in 1989/90. This support, 
and the interest of the Program on Nonviolent Sanctions of the Center 
for International Affairs at- Harvard University allowed me to study and. 
work there as a Visiting Scholar in 1989/90. 5 


Helen Fein . 
Cambridge, Massachusetts ` 
April, 1990 
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Trend Report 

GENOCIDE: 

A SOCIOLOGICAL PERSPECTIVE 
Helen Fein 


1 


SOCIAL RECOGNITION AND 
CRIMINALIZATION OF GENOCIDE 


In 1944, Raphael Lemkin, a Polish jurist, first publicly propounded 
„an explanation of Nazi aims and the essential foundation for the 
definition of genocide: ‘By. “genocide” we mean the destruction of 
a nation or of an ethnic group’ (Lemkin 1944, 79). Lemkin was the 
guiding legal hand -and lobbyist for the United Nations Convention 
on the Prevention and Punishment of Genocide (hereafter UNGC): 
the processes shaping the final treaty elaborated, refined, sharpened 
and narrowed his conception. But his conception was a product of 
his previous concern with the extermination of peoples. Lemkin had 
“previously proposed international proscription of what he labelled as 
the ‘crime of barbarity’ at an international conference on criminal law 
in Madrid in 1933 — without success. ey 

The UNGC came into force as international law in 1951 without 
the signature of the US. Although the United States voted for the 
Convention in the General Assembly in 1946, the US only adhered 
to the Convention as a treaty in 1989 (see Korey 1988 for discussion 
of the domestic political forces and fears explaining the US’s delayed 
response). | 

Before addressing the sociological meaning and causes of genocide, 
one must inquire as to how the international recognition and labelling 
of genocide as a crime emerged and what are the effects of labelling (or 
not labelling) such crimes in a special category. 

High officers of Nazi Germany were charged with crimes against 
humanity in the London Charter of 1945 and the International Tribunal 
at Nuremberg in 1946. Crimes against humanity included both the mass 
murder of five to six million Jews — drawing on Eichmann’s estimate 
prior to captivity (Fein 1981) — and the pre-war persecution of the 
German Jews (construed in relation to German plans for waging war). 
The defendants’did not deny the German state-planned and executed 
destruction of the Jewish people but they did deny their role in it or their 


^ . 
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personal responsibility. The evidence for both crimes against humanity 
and war crimes (the latter occurring during the context of warfare). was 
largely based on the extensive documentation of the perpetrators. 

The legal basis for prosecution of Nazi crimes was. preexisting 
international law. Juridically, crimes against humanity were a speci- 
fication of acts outlawed in the Fourth Hague Convention of 1907 
which corroborated that the murder of civilians in time of war is 
‘an international crime. It also prohibited deportations, the taking of 
hostages, and collective punishment. 

Bassiouni (1979) discusses how such mass murders were recognized ` 
during World War I but the initial international response to them as 
crimes was later reversed. The Fourth Hague Convention was also 
the basis for the charges against Turkey and Germany of crimes 
against the ‘laws of humanity’ at the Preliminary Peace Conference 
in January 1919. The governments of France, Great Britain and Russia 
had condemned the Ottoman massacre of the Armenians in 1915 as 
“a crime against humanity and civilization for which all members of 
the Turkish government will be held responsible together with its 
agents implicated in the massacres.’ However, such a provision was 
not incorporated in the Versailles Treaty or the Treaty of Lausanne 
(replacing the Treaty of Sèvres): for the allies of World War I competed® 
for influence with the new Kemalist regime. This enabled Turkey to 
delete a provision for trying the architects of that genocide. Instead, ` 
it amnestied them. Dadrian, surveying the evidence of the Armenian 
genocide and contemporary Turkish indictments of its perpetrators, 
concluded that 

First, nations generally will not be able, and thus cannot be expected, to 

effectively police or punish themselves....A second lesson emerging from 

the Armenian genocide is that groups of international actors cannot prevent 


or punish genocidal acts by another state when they do not remain cohesive 
and unequivocally committed to such ends (1989, 226-7). 


The failure of the international community to legally sanction the 
Armenian genocide led to many consequences, most ominous of which 
was Hitler’s awareness in 1939 that Germany could get away with 
mass murder. “Who, after all, speaks today, of the annihilation of 
the Armenians?’, Hitler asked his generals rhetorically, according to 
eyewitnesses, while ordering the slaughter of Polish civilians in 1939 
—a mass murder averted because of the protests of the generals (Lochner 
1942, 2). This failure also enabled Turkey to subsequently revise and 
deny the genocide of Armenians in the Ottoman Empire (discussed 
in Part 4). 

* a. 
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` The Allies’ decision in 1945 to indict the Nazi-leaders for their 
: crimes was a result not only of the enormity of those crimes but 
of the need for a common approach to bridge the legal systems of 
each country and the need to keep their repeated promises (Smith 
.1982, 113-117). On 17 December 1942 the United States and other 
Allies had first publicly recognized the Nazi plan to’ exterminate the 
Jews and pledged that this was a crime whose perpetrators 'shall 
not escape retribution.' Yet this pledge and the legal sanction itself 
obscured the gap between their condemnation and the Allies’ prewar 
and wartime behavior. They had failed to use either diplomacy or power 
to censure German pre-war discrimination of Jews or their deportation 
‘and extermination during the war: they avoided expediting refugees' 
escape from Europe, bombing Auschwitz and the rail lines leading 
up to it, and organizing rescue before the belated creation of the US 
War Refugee Board-in 1944 (Fein 1979b, Ch. 7). Indeed, the pledge 
of postwar judgment served as a substitüte for a policy of deterrence and 
counter-mobilizàtion against genocide, an example of symbolic politics, 
substituting rhetorical reassurance for action. 
The UNGC moved beyond pre-war international law, making geno- 
cide a crime in.peace as well as war, against one's own citizens and 
eforeign citizens. The UNGC implied that genocide need no longer be 
unpunished and unrecognized. But it contained an intrinsic disabling 
provision. By making the signatories responsible for punishing genocide 
(and incitement to genocide), it relied on the state — the organization 
which is most often the perpetrator of genocide — to sanction its own 
crime. This recalls a fable for our time by James Thurber, relating. 
how when the animals of the forest called for an investigation of the 
disappearance of the rabbits (who had been eaten by the wolves), the 
wolves replied that it was strictly an internal affair (1939). Although 
there are alternate instruments that could be devised (e.g. a World 
Court), they have not been created. 


Effect of the Genocide Convention 


The post-World War II world is noted for its paradoxical gap between 
human rights norms and conventions and the behavior of states. Geno- 
cide, mass killings, torture, and ‘disappearances’ have been used repeat- 
edly by states which. are signatories of the UNGC, the Universal 
Declaration of Human Rights, the: International. Covenants on Civil 
and Political Rights and on Economic, Social and Cultural Riglits, and 
^ 
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the Convention Against Torture. Indeed, Leo Kuper asserts ‘that the 
sovereign territorial state claims, as an integral part of its sovereignty, 
the right to commit genocide, or engage in genocidal massacres, against 
people under its rule, and that the United Nations, for all practical 
purposes, defends this right (1981, 162).’ 

This contradiction between the UNGC and international practice is 
readily explained. Since the state isusually the perpetrator of genocide, 
for one state to accuse another of genocide is viewed as delegitimating 
the existence of the other. Assuming that states are rational actors with 
reason to fear future threats to their legitimacy or territorial integrity, we 
can understand why they would refrain from indicting a genocidal state. 
However, even the defeat of a regime, removing its capacity for direct 
reciprocal threat, does not assure that other states will indict its rulers 
for genocide: member states of the UN, including states with excellent 
human rights records, have rejected indictment of the Khmer Rouge for 
genocide in Cambodia (1975-79) despite extensive documentation and 
arguments compiled by the Cambodian Documentation Commission 
(Hawk 1988; Hannum 1989). In this case, obligations to states support- 
ing the Khmer Rouge (principally the People’s Republic of China) and 
antagonism to Vietnam, the occupying power in Cambodia, deters use 
of the UNGC. Thus, social control and reciprocal interests within thee 
international system effectively check states from accusing other states 
of genocide. 

Although the UNGC and other conventions have been unsuccessful 
in regulating international behavior, the argument is often made that 
they are a first step in advancing new norms, promoting international 
consciousness that denial of human rights is not a domestic affair 
which others may overlook with impunity. This consciousness has 
also instigated an international human rights movement of growing 
dimensions. Amnesty International, the largest movement organization, 
joins over 700,000 people in over 150 states (AI 1988, 278). 


Sociological Recognition of Genocide 


There is much more talk of genocide in public discourse than attention to 
actual genocides. Possibly, the public consciousness that genocide still 
occurs and is an international crime has been effaced by the diffusion 
and banalization of the cry of genocide in political rhetoric just as the 
allegorical boy who cried wolf too often diminished attention to the wolf 
at the door. Porter observed that 


a 
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genocide has been applied to all of the following: ‘race-mixing’ (integration 
of blacks and non-blacks): drug distribution; methadone programs; the prac- 
tice of birth control and abortions among Third World people; sterilization 

, and ‘Missippi appendectomies’ (tubal ligations and hysterectomies): medical 
treatment of Catholics; and the closing of synagogues in the Soviet Union 
(1982, 9-10). 


The trend to exploit genocide as metaphor and slogan continues. 
Charges of genocide occur regularly in the speeches of anti-abortion 
and anti-nuclear activists as well as partisans of both sides in the 
Israeli—Palestinian conflict. Minor examples of misuse I have collected 
include genocide as a result of suburbanization and of dieting. (All of 
these are omitted from the bibliography to avoid cluttering it up with 
citations that do not bear further investigation.) - 

Despite the prominence of international trials for genocide and war 
crimes and the Eichmann trial, the implications of the ‘final solution of 
the Jewish Question’ by Nazi Germany were largely ignored and denied 
by writers and philosophers with the notable exception of Hannah 
Arendt (Kazin 1970, 5-6; Rosenberg 1981, 31-32; Westbrook 1983). 
Similarly, it was largely overlooked or suppressed by social scientists 
until the 1970s. To study its recognition by sociologists, I reviewed 

e introductory sociology texts spanning three decades 1947-1977 (Fein 
19793). This showed that a minority of texts in all decades defined 
and recognized genocide; those in the middle decade (1957-1967) were 
least likely to mention genocide while those published last (1968-1977) 
were almost twice as likely to recognize genocide as those in the decade 
after World War II (47 percent:25 percent). Surveying anthropology, 
Shiloh found that none of the best-known anthropology texts or leading 
works in psychological anthropology recognized the Nazi genocide or 
genocide in general (1975). o 

The beginning of professional social-scientific interest in genocide 
was in the 1970s; virtually all the authors surveyed here first began 
working in this area in the seventies or the eighties. Reviews of library 
holdings at prominent libraries and of publications in print also show 
this; the 1970s marked the intellectual take-off stage. New books on 
genocide have more than doubled in the 1980s.) Comparative research 
on genocide is still, however, almost wholly generated by scholars 
educated in the USA and writing in English — in the US, Canada, 
and Israel. . 

This interest in genocide and its boundaries can be ascribed to several 
factors, including specific generating conditions emerging in American 
social movements and political life: foremost among these was the 
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increased legitimation given to ethnicity and collective probing of 
groups’ roots and experiences in response to the emergence of the Black 
Power movement and the 1967 Seven-Day Israeli war. There were some 
universalists who decried the recognition of Jews as a political class who 
had previously denied or glossed over genocide who now focussed on 
other groups as victims. Other scholars — most often from the collectivity 
of the victims — were more willing than before to question why and 
how specific groups became victims (Fein 1979a, 183-184). This led 
to the emergence of more sophisticated questions in Holocaust research 
— no longer focussing solely on the perpetrators and victims — and new 
and more professional research on the Armenian genocide. And there 
was the increasing evidence that genocide was hardly just a historical 
question. 

Between 1960 and 1979 there were probably at least a dozen geno- 
cides and genocidal massacres — cases include the Kurds in Iraq, 
southerners in the Sudan, Tutsi in Rwanda, Hutus in Burundi, Chinese 
and ‘communists’ (see discussion of definition) in Indonesia, Ibos in 
Nigeria (preceding the Biafran secession in 1966), Hindus and other 
Bengalis in East Pakistan,.the Ache in Paraguay, many peoples in 
Uganda, the people of East Timor after the Indonesian invasion in 1975, 
several groups in Equatorial Guinea, many peoples in Kampuchea; seee 
Table 4. In a few.cases, these events stirred public opinion and led to 
great campaigns in the west (especially the Nigerian Civil War) but in 
most cases, these acts were virtually unnoted in the western press and 
not remarked upon in world forums. 

Nor were they remarked upon by sociology. Horowitz observes that 
‘Many sociologists exhibit a-studied embarrassment about these issues, a 
feeling that intellectual issues posed in such a manner are melodramatic 
and unfit for scientific discourse" (1982, 3). 

The emergence of interest in the Holocaust in the 1970s and the 
widespread. perception of its uniqueness (considered in Part 4) may 
both have aroused concern about genocide and diminished observation 
of less planned, less total, and less rationalized cases of extermination. 
But psychological and disciplinary barriers and status-claims also may 
deter potential researchers. These questions are hard to study, harder 
to study well, leading one (if a responsible researcher) to improve 


skills in adjacent disciplines (such as historiography) and extending : 


time demands beyond neat packaged and predictable schedules based 
‘on survey-research or other easily amenable source of data. 

Further, positivism and professional status claims — indeed, even the 
claim to dispassionate understanding — sometimes provoke a backlash 


a 
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from genocide survivors. Most emotionally and intellectually sophisti- 
cated researchers in this area understand that empathy and passion — 
indeed, a passion to understand — are compatible and complementary to 
more dispassionate models of logic and method but this disjuncture is 
not always understood or respected by some members of their audience. 
But fear of affronting survivors can be exaggerated as a deterrent: the 
primary deterrent is our own inhibitions and lack of boldness. 


DEFINING GENOCIDE AS 
A SOCIOLOGICAL CONCEPT 


For the last decade, social scientists considering genocide have devised 
varying definitions and typologies, often reflecting consensus on evalu- 
ation of specific cases but dissensus on the borderlines of genocide. 
Controversy continues not only because genocide is hard to differentiate 
categorically but because most definers have normative or prescriptive 
agendas; we are activated by what we feel genocide should encompass 
— often not wishing to exclude any victims. 

Debates recur about the identity of the target group, the scope of 
acts deemed genocidal, the identity of the perpetrator, the distinction 
among types of genocide, and whetlier or how to distinguish intent. 
This problem has been complicated lately by the convergence of 
interests linking researchers of genocide and state terror; the latter 
concentrate more on explanations of state behavior than of the choice 
of the victim group. Although this may prove to be a much-needede 
intellectual opening, it can also confound explanations when diverse 
objectives and behaviors are aggregated (see discussion of Harff and 
Gurr, Part 3). 

Because genocide itself occurs in the context of diverse social 
relations, it is useful to clarify how the term evolved in order to return 
to the underlying assumptions behind the concept; then I shall suggest 
a more generic concept, appropriate for sociological usage, paralleling 
the terms of the UNGC. 


Lemkin's Conception and the UNGC Definition 


Lemkin's conception (1944, 79) emerged from an attempt to explain and 
indict German population policy. Later study has shown that Lemkin 
overidentified commonalities and implied a coherent and common 
objective in different countries. In fact, Hitler's objectives varied and 
were not always premeditated (Rich 1973/74). However, Lemkin recog- 
nized that Hitler had different population policies and aims in the occu- 
pied east and the west: ‘Germanization’ or coerced denationalization 
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and assimilation was not the same as ‘genocide.’ According to.Lemkin 
(1944), 


genocide does not necessarily mean the immediate destruction of a nation, 
except when accomplished by mass killings of all members of a nation. It is 
intended rather to signify a coordinated plan of different actions aiming at 
the destruction of essential foundations of the life of national groups, with 
the aim of annihilating the groups themselves. (79)... 

Hitler’s conception of. genocide is based not upon cultural but aly 
biological patterns. ...Some groups — such as the Jews — are, to be destroyed 
completely. A distinction is made between peoples considered to be related 
by blood to the German people (such as Dutchmen, Norwegians, Flemings, 
Luxembourgers), and peoples not thus related by blood (such as the Poles, 
Slovenes, Serbs). The populations of the first group are deemed worthy of 
being Germanized. With respect to the Poles particularly, Hitler expressed 
the view that it is their soil alone which can and should be profitably 
Germanized (81-82)... 

In the occupied countries of ‘people of non-related blood,' a policy of 
depopulation is pursued. Foremost among the methods employed for the 
purpose is the adoption of measures calculated to decrease the birthrate 
of the national groups of non-related blood, while at the same time steps 
are taken to encourage the birthrate of the Volksdeutsche living in these 
countries (86). The physical debilitation and even annihilation of national 
groups in occupied countries is carried out mainly in the following ways: 

e. 1. Racial discrimination in Feeding... 

2. Endangering of Health... 

3. Mass Killings...(87—8) 


First, we note, the object of genocide was always the defeated national 
group except for the Jews, conceived by the Nazis as a race or anti-race 
— non-human, superhuman and menacing. Political groups and classes 
within the nation who were killed and incarcerated by the German occu- 
piers were conceived as members of a national group. Second, Lemkin 
conceived of genocide as'a set of coordinated tactics or means. Cultural 
genocide was not a term used by Lemkin: cultural discrimination may . 
be a tactic to assimilate or to destroy a group. The objective of genocide 
was both the social disintegration and the biological destruction of the 
group. Third, Lemkin recognized grades of genocide: some groups were 
to be immediately and wholly annihilated (the Jews); others (especially 
the Poles) were to be slowly destroyed by other means to decimate their 
numbers and decapitate their leadership. The victims might be observed 
by contemporaries as destroyed in whole or in part. Members of other 
occupied nations would be allowed to survive as individuals but their 
national institutions, culture and group organization would be destroyed 
and they would become Germanized. Such coerced assimilation without 
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killing or the interruption of procreation and parenting was not cited 
by Lemkin as genocide. The deliberate destruction of the culture of a 
distinct group without physical annihilation of its members is most often 
termed ethnocide now. s : 
The United Nations committees that framed the UNGC both further 
specified the protected groups and delimited the connotations of geno- 
cide to 1) biological destruction and serious injury (see Art. II, a, b, 
and c) and 2) indirect sociobiological destruction by restricting the 
biological reproduction of group members and breaking the linkage 
between reproduction and socialization (d and e). : 


Article II: *In the present Convention, genocide means any of the following 

acts committed with intent to destroy, in whole or in part, a national, 

ethnical, racial or religious group as such: (a) Killing members of the 

group; (b) Causing serious bodily or mental harm to members of the group; 

(c) Deliberately inflicting on the group conditions of life calculated to bring 

. about its physical destruction in whole or in part; (d) Imposing measures 

: intended to prevent births within the group; (e) Forcibly transferring children 
of the group to another group.’ 


Three problems are repeatedly noted by critics of the Convention: 
1) the gaps in groups covered; 2) the ambiguity of intent to destroy 
a group ‘as such’ and 3) the inability of non-state parties to invoke 
the Convention and the failure to set up an independent enforcement 
body. Since the first two problems bear on the definition (an essential 
for research), I will concentrate on this criticism. Furthermore, I will 
argue that the second problem — the question of intent — can be resolved 
by discriminating intent from motive; intent is purposeful action. 

The Convention has been repeatedly criticized for omission of pol- 
itical groups and social classes as target groups; a recent report com- 
missioned by the UN Human Rights Commission recommended its 
extension to political and sexual groups (Whitaker 1985, 16-19). Drost, 
an early critic, made these incisive objections: i 


Man lives not alone but in groups. He belongs to a group either by 
birth or from choice....By leaving political and other groups beyond 
the purported protection the authors of the Convention also left a wide 
and dangerous loophole for any government to escape the human duties 
under the Convention by putting genocide into practice under the cover of 
executive measures against political or other groups for reasons of security, 
public order or any other reason of state....À convention on genocide cannot , 
effectively contribute to the protection of certain, described minorities, 
when it is limited to particular defined groups....Itserves no purpose to 
restrict international legal protection to some groups firstly because the 

a 
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of human compassion but also to prevent draining the spiritual resources 
of mankind.”! 


Somè Soctologicat Definitions and Issues 


Many social scientists have accepted the UNGC definition of Genocide 
explicitly or implicitly (Fein 1979, Kuper 1981, Porter 1982, 12; Harff 
and Gurr 1987) or a broadened version thereof, including political and 
social groups (Horowitz 1976, 18, 42; Chalk and Jonassohn 1990; Tal 
1979). Charny. proposes ‘what he calls a ‘humanistic definition. ..: the 
wanton murder of human beings on the basis of any identity whatsoever 
that they share’ (1988, 4). Legters, who says he generally favors a 
` strict construction of genocide excluding political groups, argues for 
the inclusion of social classes as class is the unit of social organization 
in socialist societies (1984, 65). 

Those who accept the UNGC definition usually acknowledge that 
mass killings of political groups show similarities in their causes, organi- 
zation and motives: some authors refer to these as *genocidal massacres' 
(Kuper 1981), ‘ideological massacres’? (Fein 1984) or ‘politicides’ 
(Harff and Gurr 1987). 5 e. 

Virtually everyone acknowledges that genocide is primarily a crime 
of state. Chalk and Jonassohn refer to. the ‘state or other authority’ as 
perpetrators, encompassing settlers acting in the name of the nation-state 
(1990, 23). Although there is little disagreement over this, heuristi- 
cally it seems preferable to me to omit variable terms as criteria 
in a définition: marginal situations in which genocide or genocidal 
massacres not authorized by the state occur include colonization, civil 
wars, and tlie transfer of powers during decolonization. Actors who may 
have committed genocide without state authorization include soldiers, 
settlers, and missionaries. 

Dadrian (1975), attempting to offer a general explanation encom- 
passing the Armenian genocide, was the first sociologist known to 
propose a definition — actually an explanation sketch — of genocide. 
Hé states: 


7 i am grateful to Rabbi Steven L. Jacobs (Birmingham, Ala.) who i is currently editing 
the Lemkin papers for 1) an inventory of Lemkin's unpublished papers (1942-1959) 


prepared by Kathleen McIntyre for the American Jewish Archives, Cincinnati, Ohio; 2) . 


an inventory of the New York Public Library collection of Lemkin correspondence and 
writings. The citation is from the NYPL collection, box 2. 
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protected members always belong at the same time to other, unprotected | 

groups....(1951,Vol. 2, 122-123). 

LeBlanc, on the other hand, believes the exclusion of political groups 
was wise because of the ‘difficulty inherent in selecting criteria. for 
determining what constitutes a political group,’ their instability over 
time, the right of the state to protect itself, and the potential misuses 
of genocide — labelling of antagonists in war and -political conflict 
(1988, 292-294). He refers to a proposal by Jordan Paust for a new 
draft convention criminalizing the ‘Crime of Politicide.’ 

The first draft of the UNGC in the UN Ad Hoc Commiittee on 
Genocide extended protection to political groups, groups which were 
never considered by Lemkin as subjects of genocide. Such inclusion” 
was opposed not only by Soviet bloc states but by other states, an often- 
overlooked point (LeBlanc 1988, 273-276). That draft also criminalized: 
‘cultural genocide’ (intentional acts destroying language, religion and . 


culture) — a proviso opposed by western states — although Lemkin had: -; Un 


never distinguished cultural: genocide. 

This instigated vigorous debate on the roots and rationale of geno- 
cides. Some states expressed fears that the inclusion of political groups 
would impede the ratification of the Convention because states might 
enticipate that suppression of subversive elements and disorders could 

instigate external intervention — states might be called to account. 
Finally, committee members arrived at an accommodation, deleting 
both cultural genocide and political groups (Kuper 1981, 24-29). 
The US accepted the deletion of political groups in exchange for'a 
clause allowing the establishment of an international criminal tribunal 
(LeBlanc 1988, 277—278). The exclusion of political groups was one 
of the charges against the UNGC which critics used to prevent its 
ratification by the US Senate for forty years. 

- The unpublished work of Lemkin shows that he was fully cognizant 
that the nature of groups which might be targets changed as’ forms of 
social organization and historical situations changed. His examples 
of genocide or genocidal situations include: Albigensians, American 
Indians, Assyrians in Iraq, Belgian Congo, Christians in Japan, French 
in Sicily (c. 1282), Hereros, Huguenots, Incas, Mongols, the Soviet 
Union/Ukraine, Tasmania. Apparently, Lemkin did not consider pol-: 
' itical groups as targets. In a description of an abstract for a book he 
intended to write, "Introduction to the Study of Genocide,' he observed: 
"The philosophy of the Genocide Convention is based on the formula of 
the human cosmos. This cosmos consists of four basic groups: national, 
racial, religious and ethnic. The groups are protected not only by reasons 
LJ 
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Genocide is the successful attempt by a dominant group, vested with formal 
authority and with preponderant access to the overall resources of power, to 
reduce by coercion or lethal violence the number of a minority group whose 
ultimate extermination is held desirable and useful and whose respective 
‘vulnerability is a major factor contributing to the decision for genocide 
(1974, 123). 


Here explanation has usurped definition; furthermore, it is not clear what 
is to be observed and cIassed as genocide except that the perpetrator is 
a representative of the dominant group and the victims are a minority 
group. This elementary distinction was later outmoded by the Khmer 
Rouge genocide in Kampuchea (discussed in Part 4). I shall later return 
to Dadrian’s contributions. 

Chalk and Jonassohn, beginning to teach a course on the history and 
sociology of genocide in the 1980's — some may have seen earlier 
editions of their (1990) book — advanced a singular and straight-forward 
definition which is essentially similar to one they have employed 
since 1984: 


Genocide is a form of one-sided mass killing in which a'state or other 
authority intends to destroy a group, as that group and membersiip in it 
are defined by the perpetrators (1990, 23). 


here are several problems with this definition: 

1) The limitation of the perpetrator to ‘a state or other re 
Chalk argues that if settler murders go unpunished, it is because states 
do not try to stop them or prosecute them; hence the state is responsible 
for condoning them (1988, 7). It seems to me this confuses the question 
of who is the perpetrator (in definition) with who — what organization 
or persons — is responsible for prevention and prosecution. 

2) The specification of ‘one-sided mass killing’ implies a numeric 
threshold or ratio of victims which may obscure recognition of the 
earlier stages of genocide. Their emphasis on mass killing also omits 
other forms of intentional biological destruction (see earlier discussion 
of Lemkin). ‘One-sided’ killing is also problematic; it is unclear whether 
or when this includes mass killings of groups which may have an armed 
party or sub-group either defending themselves or attacking a pay or 
elite of the dominant group. 

3) The definition of the group is open-ended, ipli: ‘that an endless 
number of groups can be constructed, including groups constructed from 
the paranoid imagination of despots — ‘wreckers’ in Stalin’s time. 
This is in accord with the assumptions of labelling theory (although 
the authors do not explicitly draw on this) which posits that the 
construction (and destruction) of enemies depends on their labelling by 

e 
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the powerful. Chalk and Jonassohn explain that their definition follows 
*W. I. Thomas’ famous dictum that if people define a situation as real it 


is real in its consequences’ (1990, 25). But, like all dicta, this has to be 


examined to determine how, when, and why it applies. 

The definition of Chalk and Jonassohn has served their goal of 
casting a wide net, exploring a range of situations in which people 
are victimized by definition or at random — ‘witches’ (the witch-hunt 
is considered a precursor of genocide), the Knights Templar, the 
victims of Shaka's and Stalin's terror. It points the way toward an 
emerging theory of terror — murder, torture and intimidation — and 
genocide. But to get there, we need to distinguish both processes. 
Indeed, Chalk and Jonassohn reflected in an earlier paper on the 
different functions served by torture and genocide: torture is a means 
to control people whom state agents expect to remain as members of 
the state; genocide is a means to eliminate a group or people from the 
state (1983, 13-14). The study of terror should include the explanation 
of victims created by definition — conspiracies of witches and wreckers. 
When and why do states manufacture- victims by labelling them with 
fictive identities and accusing them of nonexistent crimes? (See the 
discussion of Soviet genocide and terror in Part 3.) The labelling 
perspective is most suggestive for studies of manufactured devianc® 
for social control. 

However, the victims of genocide are generally members of reai 
groups, whether conceived of as collectivities, races or classes, who 
acknowledge their existence, although there may be administrative 
designation of their membership as German authorities designated Jews 
for *the Final Solution,' including some people of Jewish lineage who no 
longer considered themselves Jews (and did not register voluntarily with 
the Jewish community) or were members of other religious communities 
(converts and their children). Had there not been an actual Jewish 
community with its own institutions, German authorities could not have 
defined and enumerated Jews, for there was no objective indicator of 
their alleged criteria of Jewishness — race — which divided ‘Jews’ and 
* Aryans' categorically. 

Harff and Gurr (1987) distinguish genocides (using an abbreviated 
version of the UNGC) from *politicides' — massacres of political groups 
in opposition, including groups in rebellion. Thus, Harff and Gurr's 
universe of politicide includes many:cases Chalk and Jonassohn label as 
genocide; however, other cases included in the Harff and Gurr universe 
of politicides are excluded from Chalk and Jonassohn's universe of 
genocide because they include bilateral killing. The degree of consensus 

e 
. 


Defining Genocide as a Sociological Concept 15 


among scholars about specific cases is considered in Part 5 which also 
assesses the-Harff and Gurr archive. 


Intent and Extent — Recalling Some Frontiers 


A major issue in the study of genocide is that of intent. This is most often 
problematic when killings occur during war and colonization. 

At times, the charge of genocide has been raised by scholars studying 
the decimation of indigenous populations whose numbers have gravely 
declined during colonial occupations through direct and indirect causes 
related to the occupier’s political economy: disease, usurpation of 
land rights and destruction of the indigenes’ economy, starvation, 
warfare, massacre, and malign neglect. Nietschmann (1987), studying 
contemporary cases, asserts the prevalence of genocide in contemporary 
wars and occupations by which the ‘Third World’ states subjugate the 
unrepresented ‘Fourth World’ nations. Barta (1987, 239-240) argues 
that genocide was a systemic function of the settlement of Australia (and 
by implication of other white settler-societies). Chalk and Jonassohn 
observe that ethnocide, the failure to protect indigenous peoples in the 
Americas from famine, and genocide were usually not unforeseeable or 
unintended (1990, 195—203). (We will discuss the substantive evidence 
in Part 5.) 

Wallimann and Dobkowski challenge the adequacy of restricting 
the concept of genocide to intentional or planned mass destruction, 
given the pervasiveness of structural violence and the bureaucratization 
and anonymity of modern political and economic organization (1987, 
xvi-xviii). Yet they do not propose an alternate definition or propose 
to exonerate individual perpetrators, indicating some ambivalence about 
the implications of their position. 

To avoid the whole question of inference of intent, both Barta (1987), 
Huttenbach (1988) and Thompson and Quets (1987, 1990) propose that 
we simply eliminate intent as a criterion. Churchill proposes a new legal 
definition of genocide, similar to that of homicide, discriminating grades 
of intent: genocide in the first degree, second degree (intent unclear), 
third degree (‘intent is probably lacking’), fourth degree (corresponding 
. to manslaughter) (1986, 416—417). Since this is avowedly a legal 
resolution — and one not likely to be taken up although it is a creative 
one — I will focus on the social-scientific definitions that purport to have 
more general uses. 

Huttenbach proposes the criteria be whether the action threatens the 
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continued existence of the group but does not distinguish between 
premeditated and accidental deaths (e.g. Bhopal 1984, Chernobyl 1986) 
or deaths resulting from poor industrial or national planning. Thus, 
genocide becomes a rubric for all bad things that can endanger peoples, 
a concept lacking all but rhetorical use for scholars or social activists: it 
does not indicate either common causes or similar solutions. 

Barta argues for ‘a conception of genocide which embraces relations 
of destruction.and removes from the word the emphasis on policy and 
intention which brought it into being’ (1987, 238) but seems to overlook 
the authorization and effects of the most rationalized genocide of the 
century, disagreeing with Irving Louis Horowitz who, , 

misleadingly in my view calls Germany ‘a genocidal society’ because during 

one terrible period of political aberration the ‘state bureaucratic apparatus’ 

was used for ‘a structural and systematic destruction of innocent people.’ 

My conception of a genocidal society — as distinct from a genocidal state — 

is one in which the whole bureaucratic apparatus might officially be directed 


to protect innôcent people but in which a whole race is nevertheless subject 
'to remorseless pressures of destruction (239-240). 


This opposition and segregation of state from society appears very 
arbitrary in the 20th century and excludes, rather than uncovers, clues 
to their relationship. Substantively, Barta does not clarify the process 
of destruction of indigenous peoples and ignores major genocides. As 
Chalk puts it, 


In Barta’s configuration, Australian society is genocidal for taking the lives 
of over 20,000. aborigines, but German society, whose victims number in 

. the millions,.is not. Barta makes no attempt to explain the significance for 
his analysis of Germany’s devastation of the Herero people of South West 
Africa in the years from 1904 to 1907 (1988, 11). 


(We shall later examine Barta’s position in Part 5.) 
Thompson and Quets suggest eliminating the question of intent and 
the objectives of the perpetrators, proposing 


A sociological definition of genocide as a continuous multidimensional 
variable....Genocideis the extent of destruction of a social collectivity by 
purposive action, and has a theoretical range from none to total....Genocide 
is the extent of destruction of a social collectivity by whatever agents, with 
whatever intentions, by purposive actions which fall outside the recognized, 
conventions of legitimate warfare (1987, 1, 11). 


This definition is severely flawed by 1) the omission (in the first) of 
a perpetrator and 2) the lack of boundaries due to their. omission of 
intent, allowing the inclusion of accidents, ecological and environmental 
damage; it is unclear why Thompson arid Quets exempt war and war 
e. 
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crimes given the boundlessness of their definition. Further, they confuse 
the definition of genocide and the scale of measurement; whether 
genocide has occurred is a different question from its effects — e.g. 
the percentage of the targetted population killed. Moreover, they extend 
the connotations of genocide to cover all kinds of acts undermining 
collectivities as a result of social policy — ‘sociocide,’ 'linguicide,' 
‘cultural genocide’ — so that genocide becomes not only unbounded 
but banal, an everyday occurrence. If both the US and France (states 
which do uniformally promote or tolerate bilingual education) are in the 
same class (of perpetrators) as Nazi Germany and the USSR, we have a 
construct good for nothing. 

In practice, Thompson and Quets have conceptually aggregated cases 
of genocide and collective violence — pogroms, lynchings, certain kinds 
of race riots — collective terrorism and homicides which are intended 
to destroy members of ‘a national, ethnical, racial or religious group as 
such.’ Certainly collective violence could be defined and measured on 
a continuum of state authorization and continuity as I suggested (Fein 
1977, 186) — see Figure 1.? 

Modern collective terrorism, organized acts in which the victims are 
picked by their membership in a collectivity in conflict with that of 
he victimizer — perpetrated recently in the Punjab, Sri Lanka, Turkey, 
Northern Ireland — could fit under the definition of genocide of the 
UNGC: ‘...acts [killing members of the group] committed with intent 
to destroy, in whole or in part, a national, ethnical, racial or religious 
group as such.' The definition does not prescribe a minimal threshold. 
Some may assume that terrorists who strike group members episodically 
aim not to kill them but kill for an instrumental political purpose. But, in 
most cases, the acts speak for themselves: the victims are picked because 
of who they are — Hindu and Buddhist bus riders, Jews praying in an 
Istanbul synagogue, Irish Protestants and Catholics drinking in a pub 
or shopping. The perpetrators do not ask anything of the victims or the 
bystanders as the price to spare them; the victims are seldom used as 
hostages for bargaining. 

We are not inhibited from labelling such acts as genocide by the 


? By collective violence, I refer to all violation of victims chosen by one collectivity 
because of membership in another racial, religious, tribal, or ethnic collectivity; this 
includes group punishment, random punishment and exemplary punishments. It is similar 
to Janowitz's use (1969) of communal violence and to Tilly’s early use of primitive 
violence (1969) but both Janowitz and Tilly use collective violence to refer to what 
others call mass or political violence. 

e. 
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FIGURE 1 : 
Stages in the sanctioning of collective violence 
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definition of genocide but by an unexplicated assumption of scale 
and continuous action: we assume that the victimizers do not have 
the capacity to kill a significant part of the group and that such acts 
are likely to be episodic rather than continuous. 

One solution to this problem of scale is to label such events as 
genocidal massacres, giving recognition to the intent inherent in the 
selection of victims, as many have labelled large-scale and semi- 


organized communal massacres (e.g. India before and duringepartition) 
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as genocidal massacres. Genocidal massacres — pogroms, collective 
terrorism, some race riots — may be clues or predecessors of future 
genocide. But the universe of genocidal massacres is much wider than 
that of genocides, indicating the operation of control and authorization 
by the state and other authorities. 


Intent Re-examined . 


One contribution of Thompson and Quets has been to substitute purpos- 
ive action for intent in definition, a term many of us confuse but is clear 
in law. As sociologists, immersed in the distinctions between ‘manifest’ 
and ‘latent’ function as a paradigm of intended and unintended action 
(Merton 1957, 31), we have needlessly confused the meaning of intent. 
Intent or purposeful action — or inaction — is not the same in law or 
every-day language as either motive or function. An actor performs an 
act, we say, with intent if there are foreseeable ends or consequences: 
for what purpose is different from why or for what motive is the act 
gesigned. | 

Two teams of scholars/lawyers/activists discuss this issue in arguing 
for the finding of genocide in Cambodia and Afghanistan. The key 
concept of Art. 2 of the UNGC — ‘[specified] acts committed with 
intent to destroy, in whole or in part, a national, ethnical, racial, or 
religious group as such [my italics]’ is illuminated by referring back 
to the UN debate. ' 2n 


a Venezuelan amendment eventually adopted substituted the phrase 'as 
such' for this specific listing of motives....Mr Perez Perozo (Venezuela) 
recalled that he had already stated...that am enumeration of motives was 

' useless and even dangerous, as such a restrictive enumeration would be a 
powerful weapon in the hands of the guilty parties and would help them to 
avoid being charged with genocide....The aim of the amendment was to give 
wider powers of discretion to the judges who would be called upon to deal 
with cases of genocide.... 


As some attempt to make a case under the Convention (not, so far, 
instigating the UN to act) we can see that the Convention has greater 
flexibility than understood by some. 


The ‘intent’ required by the Convention as a necessary constituent element 

of the crime of genocide cannot be confused with, or interpreted to mean, 

‘motive.’...The ‘intent’ clause of article II of the Genocide Convention 
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requires only that the various destructive acts — killings, causing mental 
and physical harm, deliberately inflicted conditions of life, etc. — have a pur- 
poseful or deliberate character as opposed to an accidental or unintentional 
character (Hannum and Hawk 1986, 140-146). 


Hannum and Hawk documented mass killings in Kampuchea — 
as well as the deliberate targetting of minority ethnic groups and 
Buddhist priests — authorized by the Khmer Rouge, arguing that such 
mass killing — often called ‘autogenocide’ — is proscribed under the 
Convention because the Khmer Rouge aimed to destroy a significant 
part of the majority Khmer people (Hannum and Hawk, 1986). This 
was (despite the fact that their brief had, no legal effect) a remarkable 
innovation because it made the case that genocide could be committed 
by perpetrators of the same ethnicity who justified their murders by an 
ideology which reclassified and labelled the victims, discriminating their 
collaborators and those to be saved as a new kind of people. 

Reisman and Norchi (1988) argued that the Soviet destruction of the 
Afghan people through depopulation, massacre, mass bombardment and 
bombing of refugees (which led to the killing of about 10 percent of 
them in eight years) and the forced removal of children demonstrated 
Soviet and Afghan government intent to destroy the Afghan people 
as a people — an intent which could be masked or explained by 
political and social motives. However, intent, they argue, should be 
simply construed as deliberate or repeated acts with foreseeable results 
rather than motive. Thus, the sociological concept of purposeful action 
is the bridge paralleling the legal concept of intent in the Genocide 
Convention; this lies between legal guilt (an external judgment) and 
the perpetrator's construction of an account or motive (a psychological 
variable). 


f———À. 


War and Genocide | am. 7 


Since much killing of unarmed civilians is a foreseeable consequence of 
war — conventional or nuclear — and several cases have been presented 
of genocides during wars, one may ask whether wars — or certain wars — 
are inherently genocidal. Should nuclear or massive aerial bombardment 
of civilians in war be construed as intrinsically genocidal? Both Chalk 
and Jonassohn (1990) and Thompson and Quets (1987) exclude such 
killings. Kuper, in contrast, repeatedly refers to nuclear and conven- 
tional bombings of Hiroshima and Nagasaki, Dresden, and Vietnam 
as genocidal massacres (1981: 14, 17, 34-5, 45-6, 50, 55, 91-2, 102, 
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139, 174). Dadrian (1975) labelled deaths. from such causes as ‘latent 
genocide.’ 

Markusen (1987), surveying the definitions and attributes of ‘total 
war’ and of genocide, concludes that these state-sanctioned mass kill- 
ings have several significant similarities: dehumanization of the enemy, 
. mass killing of civilians, bureaucratic organization and the use of tech- 
nology distancing the perpetrators from the victims. But Markusen fails 
to note that both distancing and bureaucracy are very variable attributes 
of modern genocide. Nor does Markusen note the dissimilarities: the 
selection of victims for genocide is not based on where they are but who 
they are; were the victims during war to surrender, their killing should 
cease (assuming adherence to the war convention) but the surrender of 
victims in genocidal situations does not avoid their mass murder but 
expedites it. 

- Changes in the norms and technology of war are evident over time but 
they are contradictory; some expanded and others diminished the scope 
of killing of innocent civilians. Chalk and Jonassohn concluded that the 
first genocides in history arose from attempts in antiquity of imperial 
powers to destroy their recurrent enemies; best known of these is the 
destruction of Carthage (1990, 32-35). 

eSurveying such wars in antiquity, Lerner infers slavery arose from 
the successful separation of conquered peoples, slaughtering the males 
and incorporating the females into the nation of the conqueror (1986, 9, 
78-81). Changes in sex roles and the patriarchal organization of society - 
now make women more vulnerable to genocide than ever before, Smith 
observes (1989b). In premodern times, women belonging to enemies 
defeated in war were enslaved and raped as they were valued for their 
reproductive power and could be incorporated in a new society, isolated 
from social participation and power. But women in the twentieth century 
have been both perpetrators and victims of genocide. 

The social relationships between antagonists and types of war also 
seem to condition the likelihood of observing the war convention. 
Wright has recorded the rise of conventions of war in many different 
civilizations and also observed how states are much less likely to adhere 
to these in civil wars and in colonial wars involving antagonists of differ- 
ent races and civilizations (1942, 2: 810-812). Walzer, considering how 
the war convention — based on the premise that fighters must respect tlie 
immunity of civilians — has evolved, observes how war crimes and the 
use of terror emerge in different situations — anti-guerrilla warfare, total 
war — and the ‘moral questions posed by the escalating technology of 
warfare (1977). 
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. Wecan not yet conclude there is any simple or linear relation between 

genocide and historical trends in destructiveness in the conduct of wars; 

both may be curvilinear, diminishing as European states regulated war- 

fare, confining fighting to a specialized force, and enlarging as modern 

war becomes more total, involving mobilization of whole populations. 
Taylor observes that a 


very basic characteristic of the laws of war and war crimes is that, as these 
names indicate, they concern only. conduct which is directly related to war 
— to hostilities in progress between organized belligerent forces. When the 
Nazis killed or assaulted German Jews in Germany, that may have been 
a crime, but it was not a war crime....today [such atrocities] would no 
doubt be covered by the international treaty defining and condemning 
genocide...(1971,30—31). 


The question of whether killings of civilians in war are war crimes, 
consequences of acts of war admissable under the war convention, 
or instances of genocide has been clouded by the fact that genocide- 
labelling of wars today is often a rhetorical strategem for political 
delegitimation of specific wars which the labeller opposes. 

Genocide was charged by several influential critics of the U.S. war 
in Vietnam, principally Sartre (1968) and. Falk: but Daniel Ellsberg 
dissented from this, saying: ‘I have misgivings about the use of the 
word “genocide” in the context of the Vietnam war...An escalation of 
` rhetoric can blind us to the fact that Vietnam is..:no more brutal than 
other wars in the past’ (in Knoll and McFadden 1970, 81-82). Bedau 
concluded, after careful conceptual and legal analysis, that the charge 
was ‘Not proven, not quite’ (Bedau 1974, 46). Similarly, Bassiouni 
concluded the three essential elements of genocide were absent: 1) the 
opposing parties were not separate national or ethnic groups; 2) US 
actions ‘could [not] be classified as part of a coordinated plan to destroy 
in whole or in part any particular national, ethnical, racial or religious 
group’ and 3) ‘American activities in Vietnam were not conducted with 
sufficient intent to support a: charge of ‘genocide’ (1979, 174—176). 
But Hannum and Hawk’s brief on the Khmer Rouge genocide (1986) 

implicitly rejects Bassiouni’s first criteria. 

Both Reisman and Norchi (1988), in their evius discussed) 
analysis of Soviet (and Afghan) government actions in Afghanistan 
. and Godwin (1988) assert:there has been genocide in Afghanistan. 
Yet there has been almost no serious discussion of their charges. No 
antiwar movement developed in the Soviet Union or in the west on the 
scale of the anti-Vietnam War movement. Even the opponents. of the 
Soviet Union’s intervention have often overlooked the character of the 
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war. This again illustrates the highly variable concern with genocide: the 
likelihood a‘case will be recognized and labelled as genocide arises both 
from the biases and organization of protesters. 

Journalists and scholars examining how little response there was to 
the initial news of the Khmer Rouge genocide have made the same 
point; it was generally not recognized by the media or opinion-leaders 
because it challenged our biases, confirming the communist blood-bath 
theory (Shawcross 1984; DeMarco 1988; Adams 1980.) Similarly, Mace 
has shown how prominent western journalists denied the existence 
of the famine-that Stalin created in the Ukraine in 1932-1933 — a 
famine estimated to have killed five to seven million Ukrainians — 
from ideological and opportunistic motives (1988). 


A Sociological Definition Proposed 


I believe that the UNGC definition of genocide can be reconciled with 
an expanded — but bounded — sociological definition if we focus on how 
the core concepts are related. From the root of genus we may infer that 
- the protected groups were conceived (by Lemkin and the UN framers) 
as basic kinds, classes, or subfamilies of humanity, persisting units of 
society. What is distinctive sociologically is that such groups are usually 
_ascriptive — based on birth rather than by choice — and often inspire 
enduring particularistic loyalties. They are sources of identity and value; 
they are the seed-bed of social. movements, voluntary: associations, 
congregations and families; in brief, they are collectivities. 

Further, these collectivities endure as their members tend to reproduce 
their own kind (to the extent in-group marriage is the norm). But 
collectivities need not be "Sei TSpreductg to be cohesive over a given 
span in time. 

The UNGC implies a universalistic norm:.each group has a right 
to exist and develop its own culture, assuming neither their aim or 
methods are criminal; all collectivities should be protected from such . 
crimes against humanity. One can also argue that political, sexual, and 
class-denominated status groups or collectivities, just like ethnic and 
religious collectivities, are. basic continuing elements of the.commu- 
nity. (Whitaker (1985) made a similar argument for extension of* the 
UNGC.) gud EP. 

There is no categorical line, in fact, between the enduring character ~ i 7 


: 
° ON 
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of ascribed (heritable) identities and elected or ‘achieved identities: 
both may be constructed or passed on generationally. Being a Italian 
working-class Communist Party member may be just as heritable 
a characteristic as being an Italian church-going Roman Catholic. 
Indeed, church and party could be regarded as counter-congregations 
or counter-cultures. Both affiliations may be outcomes of election or 
ascription, conscience or inheritance. 

A new sociological definition should include the following elements: 
a) it should clearly denote the object and processes under study and 
discriminate the latter from related processes; b) it should stipulate 
constructs which can be transformed operationally to indicate real-world 
observable events; and c) the specification of groups covered ‘should 
be consistent with our sociological knowledge of both the persistence 
and construction of group identities in society, the variations in class, 
ethnic/racial, gender, class/political consciousness and the multiplicity 
and interaction of peoples’ identities and statuses in daily life. Further, 
d) it should conform to the implicit universalistic norm and a sense of 
justice, embracing the right of all non-violent groups to co-exist. 

” Briefly put, 


Genocide is sustained purposeful action by a perpetrator to physi- 
cally destroy a collectivity directly or indirectly, through interdfe- 
tion of the biological and social reproduction of group members, 
sustained regardless of the surrender or lack of threat offered by 
the victim. 


To expand on this sociological definition, one can also show how it 
encompasses the legal definition {terms of the UNGC are noted in these 
brackets}: 

Genocide is sustained purposeful action [thus excluding single 
massacres, pogroms, accidental deaths] by a perpetrator (assuming 
an actor organized over a period) to physically destroy a collectivity 
['acts committed with intent to destroy, in whole or in part a nation- 
al/ethnical/racial or religious group:’ Art. 2}] directly. (through mass 
or selective murders and calculable physical destruction — e.g. imposed 
starvation and poisoning of food, ‘water, and air — {see Art. 2,.a-c}) 
or through interdiction of the biological and social reproduction of - 
group members (preventing births (Art. 2, d) and {‘forcibly trans- 
ferring children of the group to another group ' Art. 2, e), systematically 
breaking the linkage between reproduction and socialization of children 
in the family or group of origin. 

This definition would cover the sustained destruction of nonviolent 


Defining Genocide as.a Sociological Concept 25 


political groups and social:classes as parts of a national (or ethnic/reli- 
gious/racial) group but does not cover the killing of members of military 
and paramilitary organizations — the SA, the ryan Nations, and armed 
guerrillas. 

Documenting genocide or genocide demands (at the very least) 
identifying a perpetrator(s), the target group attacked as a collectivity, 
assessing its numbers and victims, and recognizing a pattern of repeated 
actions from which we infer the intent of purposeful action to eliminate 
them. Such inference is easiest to draw when we can cite both pre- 
existent plans or statements of intent and the military or bureaucratic 
organization of a death machine; seldom do we have both kinds of 
evidence. 

Despite the increased level of violence of modern warfare, we can still 
distinguish war crimes from genocide and crimes against humanity if we 
specify the criteria further: the following paradigm aims to clarify this 
and other questions. 

i 
i 


A Paradigm for Detecting and Tracing Genocide 


lghave culled the elements of a paradigm to detect genocide and to 
document its course from my own studies and others. Propositions 
1-5 state necessary and sufficient conditions for a finding of genocide; 
these are followed by questions noting the variable characteristics of 
the criterion specified. Questions 6-14 examine variable reinforcing 
conditions, contexts, responses and effects. 

1) There was a sustained attack or continuity of attacks by the 
perpetrator to physically destroy group members: a) Did a series of 
actions or a single action of the perpetrator leading to the death of 
members of group X occur? b) What tactics were used to maximize the 
number of victims? Tactics include preceding round-ups, isolation, and 
concentration of victims and orders to report. c) What means, besides 
direct killing. were used to destroy the victims or to-interdict the'biologi- 
‘cal and social reproduction of the group? Actions may include poisoning 
air or water, imposed starvation, or disease; forcible prevention of birth; 
involuntary transfer of children. d) What was the duration, sequence 
of actions, and number of victims? Trace the time span, repetition of 
similar or related actions, and the number of victims. 

2) The perpetrator was a collective or organized actor or commander 
of organized actors. Genocide is distinguished from homicide empiri- 
cally by the fact it is never an act of a single individual — thus we want 
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to know: a) Were the perpetrators joined as an armed force, paramilitary 
force or informal band? b): Was there a continuity of leadership or 
membership of perpetrators or similar bases of recruitment for such 
forces? c) Were these forces authorized or organized by the state to 
exist? d) To whom were those forces responsible — an agency of. the 
state, army, or party? e) Were they organized and garbed to display or 
to deny government responsibility? 

3) Victims were selected because they were members of a De 
a) Were victims selected irrespective of any charge against them indi- 
vidually? b) Were they chosen on the basis of a state administrative 
designation of their group identity, their own criteria of identity, or 
by physical, linguistic, or other signs or stigmata of identity? c) Were 
they chosen on the basis of status within the collectivity?: e.g. priests, 
religious leaders, or educated class. d) What was the basis of the 

collectivity? E.g. religion, race, ethnicity, tribal or linguistic status. 
e) Were they pre-selected before killing? Evidence of pre-selection 
includes their prior legal definition; stripping of citizenship, civil rights, 
state posts, licenses and benefits and legal group recognition; segrega- 
tion and marking; rounding-up and ghettoization or concentration. 

4) The victims were defenseless or were killed regardless of whether 
they surrendered or resisted. a) Is part of the victims’ group armed agd 
organized to physically resist the perpetrators’ group? b) Is their level 
of armament sufficient and is their stated intent to wage war against 
the perpetrators? Or.is it to defend themselves from being seized? c) Is 
there evidence (if the victims were armed) that they were purposefully 
killed after surrender and that unarmed members of the group were 
systematically killed? 

5) The destruction of group members was undertaken with intent 
to kill and murder was sanctioned by the perpetrator. a) Can deaths 
of group members be explained as accidental outcomes? b) Is there 
evidence of. repetition of destruction by design or as a forseeable 

' outcome? c) Is there direct evidence of orders or authorization for the 
destruction of the victims? d) At what level did the authorization occur? 
e) Is there prime facie evidence that the pattern of acts and personnel 
involved show that authorities had to plan, organize, or overlook a 
pattern of destruction? f) Is there any negative evidence of sanctions 
against agents responsible for such acts? . : / 

6) Consistency of sanctions for killing group members: a) Are there 
any rules promulgated by the perpetrator to punish or to exonerate 
individual murder, torture and rape of members of the victim group? 
b) Are there institutional mechanisms to implement such rules? c) Are 
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there examples of sanctions enforced against murder of members of the 
victim group or for failure to protect them from attacks by members of 
the perpetrator group? Are there sanctions for refusing to participate in 
killing the victims or for reporting commission of killings? 

7) Ideologies and beliefs legitimating genocide: a) Is there evidence 
of an ideology, myth, or an articulated social goal which enjoins or 
justifies the destruction of the victim? Besides the above, observe 
religious traditions of contempt and collective defamation, stereotypes, 
and derogatory metaphor indicating the victim is inferior, sub-human 
(animals, insects, germs, viruses) or super-human (Satanic, omnipotent), 
or other signs that the victims were pre-defined as alien, outside the 
universe of obligation of the perpetrator, subhuman or dehumanized, 
or the enemy — i.e., the victim needs to be eliminated in order that 
we may live (Them or Us). b) If destructive acts were acknowledged 
by the perpetrator, how were they labelled and justified? c) Did the 
acknowledgment, labelling, and justification change before different 
audiences? . 

8) Contexts of genocide: Contexts include specific perpetrator-victim 
interactions and critical conditions of state and society. In the former - 
case, one asks what kinds of relations characterized the perpetrator 
apd victim before genocide. In the latter, one asks in what historical 
and political context did these acts occur? Contexts include post- 
revolutionary states, diminishing states loosing control or territory 
after defeat, expanding states and empires colonizing other continents 
or an undeveloped interior, war between and within states, and eras of 
consolidation of centralized state power. Social-psychological contexts 
include social and personal disorganization and cultural crises of identity 
and meaning. 

9) Bystanders’ responses: What kinds of responses did bystanders, 
other states, regional and international organizations, make to the 
perpetrators and victims? 

10) Victims’ responses: How did the victims understand and respond 
to the situation? . ' 

11) Interactions: What effect did the bystanders’ responses have on 
the victims and the perpetrators? . 

12) Effects on victims: What was the impact of the genocide on the 
victims at the time and later? Specify destruction of individuals and the 
community, personal and social disorganization, post-traurnatic stress, 
and enduring personal and trans-generational consequences. 

13) Effects on the perpetrators: a)What was the impact of the 
genocide on the perpetrators? b) Could these effects be foreseen or 
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TABLE 2 
Defining preconditions and likely victims 
of different types of genocide* 
a 
TYPE: 

PRECONDITION Ideological  Retributive Developmental Despotic 
ee 
Ideology + - - - 
Threat to domination 

of perpetrator by 

part or whole of 

victims’ collectivity 
Dictatorship ` + - =y + 

(likely precondition) 
Conflict with 

indigenous people - - t - 


l 
+ 
i 
l 


VICTIMS’ SOCIO- 
ECONOMIC STATUS 
Working class - - - - 
Middle class + - - - 
Educated class + + - + 
Middleman-minority; 

‘strangers’ + - -— + 
Hunting and 

gathering people - - + - e 
pe 


*See Parts 3, 4, and 5 for extended discussion 


calculated? c) Were they? d) Did they acknowledge or deny the 
genocide? e) Did they offer restitution or agree to such to the victims 
later? f) What effect did their acknowledgment or denial have on their 
state and society? . 

14) Effects on the world system: How did the recognition or lack of 
recognition and sanctions against genocide effect the actions of other’ 
states and peoples? 


Typologies of Genocide and Case-finding 


Despite some disagreement of scholars labelling types (see Table 1) and 
disparate criteria for sub-types, there seems much agreement between 
earlier scholars (lines 1-5) on which cases fit into the specific types. 
The utility of the four major types discriminated will become more 
apparent in the next chapters. General explanations are difficult because 
of the diversity of situations and motives for genocide yet the quest 
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for general explanations persist. Yet extensively differentiated types 
can obfuscate research by diverting analyses into arguments over 
classification rather than explanation. 

The disagreement observed in Table 1 is primarily between Harff and 
Gurr (1987, 1988) and others. This can be partly attributed to their 
inclusion of politicides which include victims who are members of 
groups which have rebelled against the state. The utility and implications 
of their definition and typologies are later discussed in Parts 3 and 5. 

There is no intrinsic reason why we can not simply specify the criteria 
which discriminate particular types; e.g. the presence of ideology, of 
organized threat by a party representing the victim, and the inclusion 
of the victim in the polity. 

Table 2 shows the necessary conditions for each type of genocide 
(using labels from my typology, Table 1, line 3) in the top half and 
the most likely class of victims in each type in the bottom half; the 
reader will note the specific victims are discriminated by their group 
identity rather than their class identity but groups, often being the basis 
of stratification, can also be observed as parts.of different classes with 
unequal life chances. Sources include the researches described in Parts 
3, 4, and 5 following. . 


3 


EXPLANATIONS OF GENOCIDE 


The Sociological Theory Gap 


No stream of sociology or major theorist since 1945 has considered 
genocide focally, either to explain genocidé or to consider its impli- 
cations for theories of the state, of development, and of community 
and society. Few sociologists have studied genocide and even fewer 
attempted a general explanation: this is also true of anthropologists, 
political scientists and psychologists. There is a similar paucity of 
social scientists who consider state violence, terror and repression or 
the development of human rights: social science most often glosses over 
blood and victims in an antiseptic abstraction, masking the nature of the 
state, McCamant observes (1983). 

Horowitz suggests that states’ use of genocide and terror should bea 
principle criterion for classifying states. He observes that the absence 
of sociological focus on genocide reflects on the general failure of 
sociology: ‘Sociology is denied the status of a fundamental applied 
science...because it rarely comes to grips with issues of life and death’ 
(1982, 3). 

When sociologists have recognized genocide, it is most often assumed 
to be the result of conflict. The fields in which this is most likely 
to be observed include race and ethnic relations, ethnic stratifica- 
tion or minority-group relations; the specific structures most prone 
to genocide are most often labelled divided or plural societies. The 
literature on minority-groups and divided societies distinguishes five 
major strategies of relations: 1) consensus-building (through voluntary 
assimilation or voluntary pluralism with equal rights and opportunities); 
2) consociationalism (through elite consultation and accommodation 
and structures offering representation to all at different levels), 3) domi- 
nation (subjugating the subordinate group coercively, exploiting it and 
restricting its mobilization and representation); 4) partition (disengaging 
groups) and 5) elimination — forced assimilation or removal, mass 
expulsion or genocide (Smooha 1985). Yet there is surprisingly little 
explanation among such sociologists of how and why states choose 
'genocide in the voluminous literature on this question. Further, the 
massive literature on political violence does not consider genocide and 
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seldom notes pogroms and other state organized or tolerated violence 
(Zimmerman 1983, 62, Index). i 

The use of.‘conflict’ as an explanation is often tautological. Scholars 
relying on this often do not examine whether the issues dividing 
groups were material or symbolic and why the issue was defined 
by the dominant group as a zero-sum conflict in order to justify the 
elimination of the weaker party. ‘Conflict between groups sometimes 
becomes so severe that physical destruction of one by the other becomes 
an accepted goal’ assert Simpson and Yinger (1985, 20-21), a landmark 
text in intergroup relations, without telling us how or why; see also 
Berry and Tischler (1978, Ch. 16). Since most conflicts, including 
conflicts over resources, are settled by other means, this is not a 
sufficient explanation. 

One theorist in this area who begins from different starting points is 
Van den Berghe. He starts with a biosocial interpretation, assuming we 
are predisposed to be aggressive (1975) and that ethnic discrimination is 
a generalized form of kin selection; nepotism is actually altruism (in the 
narrow sociobiological construction of altruism), favoring reproduction 
of our kind (1981, 7—8). Yet 'altruism' has never been located or 
observed in a gene: nor have sociobiologists studied altruistic behavior 
agpong kin and non-kin comparatively to test this theory. 

Another biosocial theorist employs a hypothetical mathematical 
model to propose that *genocide may promote a purely altruistic trait 
in a population,’ employing a similarly arbitrary definition of altruism 
(Vining 1981, 38). These theories explain neither altruism nor genocide 
as human or purposeful action. 

Van den Berghe observes that no other group is so vulnerable to 
pogroms, expulsions, and genocide as middlemen-minorities [MM's] — 
powerless alien minorities who migrate to other societies to fill niches 
(usually in trade) not filled by native classes 

In the catalogue of human bestiality to man, MMs almost invariably appear 

as victims: Jews in Europe, Armenians in Turkey, Indians in Uganda, the 

‘boat people’ of Vietnam (who are mostly ethnic Chinese), the Chinese 


in Indonesia and many other such MMs have been repeatedly victimized 
throughout human history (1981, 140). 


But many unobserved MM’s do not become victims (Fein 1987b, 
215-221) and other groups which have been victims — particularly 
indigenous peoples — are not MM's. Zenner, reviewing research -on 
MM’s, concludes that ‘There is no necessary connection between MM 
status and victimization' (1987, 274). 

There are three commonalities among the classes from which victims 
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have repeatedly been drawn, including some MM’s and indigenous 
people. The first (1) is not the roles they play but that they are alien or 
perceived as alien — the reason why MM’s are apt to migrate and ready | 
to play scorned roles — and they are outside the universe of obligation of 

the dominant group (Fein 1977, 1979b). (2) Secondly, they are seen as 

unassimilable (either for religious or racial reasons) and may themselves 

reject assimilation. As Van den Berghe notes, ‘Even MM groups that do 

achieve a large measure of assimilation are not safe from persecution, as 

shown by the tragic history of German Jewry’ (1981, 146). (3) Lastly, 

their elimination either removes a threat (real or symbolic) or opens up 

opportunities (or both). While both MM’s and indigenous people are 

viewed as aliens, MM’s may also be seen as loyal to some other state 

from which they came. They are in double jeopardy both because they 

can not be protected by their state of origin (e.g. overseas Chinese and 

Indians) and are apt to be seen as threats to their state of residence if the 

latter is involved in hostilities with their state of origin (e.g. Chinese in 

Vietnam 1978-79). 

However, most theorists (excepting Van den Berghe) in this area 
just overlook or gloss over genocide, even when they discuss cases 
of it. For example, Donald Horowitz (1985), in a most incisive book 
on the causes of ethnic conflict and strategies to reduce conflig, 
does not index or discuss genocide although he considers Bangla 
Desh; Indonesia, Lebanon, Malaysia, Nigeria, Sri Lanka, Uganda and 
Zanzibar during periods when genocide and genocidal massacres have 
been documented! 

How do we explain the sociology of what is not observed 
sociologically? We can relate this both to the phenomena of collective 
denial and to the inadequacy of social theory which glosses over or 
takes for granted the prevalence of state violence. Regardless of 
how one explains it, not much can be expected from main-stream 
sociology, whether based on functionalism, conflict, theories, Marxism 
or symbolic interaction, to judge by past performance. We need specific 
and historically-grounded explanations to understand why leaders and 
social elites in divided and other societies (as in Cambodia) — elect ` 
genocide and terror. 


Structural Theories of Genocide 


Because of the paucity of sociological theory and research and the 
intrinsic interdisciplinary nature of the question, we will consider all 
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social theorists together. One can consider theorists in two provisional 
groups, depending on their starting. point: first, there are those who 
start from social structure, intergroup relations, collective violence, 
collective behavior and conflict theory; in the second group are those 
who approach genocide from psychological assumptions about human 
behavior generally or from social psychology. Norman Cohn’s idea- 
tional history of the persistence and reemergence of fantasies and 
paranoid ideas justifying mass murder, principally used to explain the 
Holocaust, will be grouped with the second although it is unique and 
trans-disciplinary. 

The best known theorist in the first group is Leo Kuper who provides 
us with a comparative survey of genocide in the twentieth century 
(1981), drawing on his early work on Africa and theoretical work on 
the plural society (1977). He reviews and finds wanting general theories 
that might be adopted to explain genocide, including sociobiological 
and psychological theories of aggression and human Mestre usgess and 
functional theories (Dadrian 1974). 

Kuper views plural societies (sometimes called divided or ethnically 
stratified societies by others) as the seedbed of genocide, especially in 
the contemporary period in which contending tribal groups struggle for 
d8mination of the state after decolonization. (This is later discussed 
in Part 5.) However, the concept of plural society, usually denoting 
de jure or de facto differential incorporation of groups into the state 
rather than just communal separation, is sometimes used erratically; 
ie. it includes Weimar Germany in which Jews were incorporated 
equally as citizens before they were stripped of rights categorically in 
1935 (1981, 135—136). Further, Kuper stresses that genocide is not an 
inexorable outcome of any social structure but is a result of decisions 
people make; one needs to study the constraints inhibiting genocide as 
well as the structural conditions and polarizing processes making it more 
likely (1981, 56). 

Other causes of genocide Kuper cites include economic conflict 
instigating settlers to destroy indigenous peoples viewed as in the way 
of development, ideologies of exclusive nationalism and ideologies 
dehumanizing a people or class, i.e. Marxism. 

Kuper's typology (see Table 1, line 2) is somewhat inconsistent, 
being based both on social roles of groups and situational contexts 
of genocides. He distinguishes indigenous groups, ‘hostage groups’ 
(Jews, Asian Indians in Uganda, Baha'is in Iran) — which Van den 
Berghe and others would note are often MM's — from groups engaged 


in struggles for power as likely victims (1981. Since Kuper also includes 
e 
. 
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the civilian victims of wartime nuclear and massive aerial bombardment 
as victims of genocide — Hiroshima, Nagasaki, Dresden, . Vietnam — 
(without explaining what are the criteria for discriminating such victims 
from other civilian casualties of bombardment) his observations about 
such disparate events elude his.theory. 

Although Kuper observes the role of dehumanization in ‘facilitating 
genacide, he notes ‘there may be dehumanization without massacre 
—'this is surely the general case — and presumably massacre without 
dehumanization' (1981, 92). His challenge to the assumption that, we 
can take normative constraint against genocide for granted is perhaps 
Kuper's most original observation, one often overlooked. ; 

I began to study genocide comparatively in a study of-the differences 
in success of the Holocaust in different European states (1979). This 
work also compared and explained the genesis of the- Nazi ‘Final 
Solution of the Jewish Question' and the. genocide of the Armenians 
in the Ottoman Empire (1915) as modern; premeditated genocide — later 
labelled as ideological genocide (discussed in Part 4). 

My proposition that the exclusion of the victim from the universe 
of obligation is a necessary but not sufficient condition for genocide 
(Fein 1979, 4, 9) has often been equated with previous notions of 
dehumanization. However, the exclusion of the victim from the univer$e 
of obligation need not entail dehumanization. The concept of dehu- 
manization presumes a universalistic norm. barring collective violence; 
I agree with Kuper that this can not be taken for granted. 

The concept of the universe of obligation i is based on my revision of 
Durkheim's notion of rules and the domain of the collective conscience 
[The Division of Labour]. Developing a-set of logical propositions, I 
concluded that ‘Offenses against persons outside the universe of obliga- 
tion will not be socially recognized and labelled as-crime....Collective 
violence is an offense against a class whose members:are outside the 
universe of obligation' (Fein 1977, 18—19). In 1977, 1979b, and 1984, 
I related genocide to collective or intergroup violence and to purposeful 
state action but my emphasis increasingly stressed how genocide was 
precipitated by purposeful state- action, focussing on the instrumental 
rationality of its perpetrators, given their ends. In 1984, I PURUS a 
general theory of all types of genocide, as 


the calculated murder of a segment or all of a group defined outside of 
the ‘universe of the perpetrator by a government, elite, staff or crowd 
representing the perpetrator in responsé to a crisis or opportunity perceived 
to be caused or-impeded by the victim. Crises and opportunities may be a 
result of war, challenges to the structure of domination, the threat of internal 
e. 
e 
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breakdown or social revolution and economic development...Motives may 
be ideological, economic, and/or political....Genocides,as are other murders, 
may be premeditated or an ad hoc response to a problem or opportunity 
(1984, 4—5). 


This has been criticized as inadequate as'a definition of genocide 
(Huttenbach 1988): I agree. Rather than a definition, it is an explanation 
sketch which stresses the most unifying necessary condition underlying 
all types of genocide rather than the nexus of conditions leading to one 
or another type. 

Chalk and Johnassohn (1990, 28) also-accept that a precondition of 
genocide is the devaluation of the victims, their definition ‘outside 
the web of mutual obligations,’ defined as the other, unequal and 
threatening or subhuman. ‘The greater the perceived gap between ‘the 
people’ [a group’s name for itself] and the out-group, the less were the 
values and the standards of ‘the people’ applicable to the out-group, 
(1990, 28). 

Their analysis and typology of motives or uses of genocide (see Table 
1) is historically-based, stemming from their study of cases in antiquity 
to the 1970’s. The singular value of their work is its long-range view, 
enabling them to consider genocide in a wide variety of civilizations and 
settings. 

To Chalk and Jonassohn, genocide is preeminently a crime of state. 
They assume that most people are reluctant ‘to carry out a mass 
slaughter of defenseless victims’ and therefore ‘genocide has always 
required a high degree of centralized authority and quasi-bureaucratic 
organization’ excepting when the victims are few (small indigenous 
groups) (1990, 28). The assumption that most people are reluctant to 
kill defenseless people is contradicted by their previous observations 
on the many cases of spontaneous killings by settlers which were not 
state-organized and ‘were often opposed by governments’ ineffectually 
(1988, 42); their further reflections on the role of the state in the 
decimation of indigenous peoples will be later discussed in Part 4. 
The extensive research on pogroms, lynchings and massacres does 
not usually probe the extent of mass participation but gives us much 
evidence that people are not reluctant to kill defenseless victims of 
another group. But the victimizers in the past have stopped when they 
were sated, drunk, or eager to enjoy their booty; genocides on state order 
press perpetrators to continue. 

Chalk and Jonassohn show that genocide is purposeful action related 
both to the interests of the state and leading social classes and elites. The 
first type of genocide was used to build and maintain empires. These are 

L 2 
e. 
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illustrated in Carthage (by Rome), by the Mongols, by Shaka (creating 
the Zulu Empire) and by European settlers in Tasmania, the Amazon, 
and South West Africa — these are among the best documented cases 
but this is not claimed to be an exhaustive list. Characteristically, the 
victims are defeated peoples or enemies — alien to the perpetrator or 
viewed as alien (indigenous peoples). They also discriminate genocides 
to acquire wealth, land or resources and those which serve primarily to 
spread terror among real or potential enemies.’ 

Lastly, Chalk and Jonassohn focus on genocides committed to imple- 
ment a belief, ideology or theory which they view as preeminently 
modern, including imaginary groups as well as real groups in study- 
ing this type and its precursors. The victims include the Cathars 
(13th century), Knights of the Temple (14th century), the victims 
of the Great Witch Hunt (17th century), Armenians (1915), Jews and 
Gypsies (1939-1945) and Cambodians (1975-1979). Although these are 
distinctively modern, it does not follow, as they assert, that earlier types 
have largely disappeared. (This is later discussed in Part 5.) Chalk and 
Jonassohn offer no general explanation of the prevalence of other types 
of genocide in modern times. 

Although a general explanation of genocide does not emerge from the 
work of Chalk and Jonassohn, they offer an extraordinarily rich: and 
diverse compilation of cases — not only of genocide but of the state 
construction of enemies — and good questions with which to grapple; 
this should be of great value to students, teachers, and theorists (1990). 

Harff and Gurr (1987, 1988) and Harff (1986) and Gurr (1986) are 
best known in this area for their empirical contribution in compiling and 
relating an inventory of genocides and ‘politicides’ since 1945 (Harff 
and Gurr 1987) to the set of ‘minorities at risk’ compiled by Gurr and 
Scarritt (1986, 1989): these will be considered in Part 5. They share the 
perspective of conflict theory and its applications to elite behavior in 
states based on polarized and divided societies. One may easily overlook 
the fact that their inferences gleaned from their empirical work, surveyed 
in Part 5, leads to conclusions which can not be compared without 
some emendation with those of other genocide researchers because 
they aggregate some victims who have violently chalienged the state 
(some politicides) with those who have not,- classifying few cases as 
pure genocides, and attempt a general explanation for both. 

Harff begins by. focussing on the role of the state, considering 
genocide an instance of state terrorism, and comparing its use in 
the Ottoman Empire, East Timor, Burundi and Kampuchea (1986). 
She proposes, that genocide occurs only under special circumstances 
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in the internal development of the state and the international system. 
The former result from national upheavals resulting from defeat in war 
or from post-revolutionary regimes. Insulation from foreign influence 
and the indifference of foreign states and international and regional 
organizations enables and reinforces the use of genocide by the perpe- 
trator. This fits all her cases. This also corresponds to the propositions 
and observations of Fein (1979b, Ch.1) and Mazian (1990). 

Looking at the internal social structure of genocidal states, Harff’s 

propositions do not differ from those of Kuper, Fein, Chalk and 
Jonassohn: in states with pre-existing internal cleavages and real oppo- 
sition, the dominant elite is more likely to target an excluded and 
oppositional racial, religious, or'ethnic group. But, Harff also notes, 
genocide is not restricted to such states (as shown in Cambodia). She 
sometimes does not distinguish between conflicts stemming from real 
inter-group opposition and symbolic conflict in which the perpetrator 
unilaterally decrees the victim a threat as in the following: "The reason 
why elites chose genocidal policies over repressive tactics is an unsolved 
puzzle...Alikely but not exclusive explanation is that certain groups 
provoke hostile responses, because they are perceived as a threat by 
the dominant group' (Harff 1986, 182). 
* The latter statement raises some questions of circularity in the case 
of ideological victims — such as Jews in Nazi Germany — who could 
be magnified as threats becaused they were defined by ideology, 
propaganda and tradition, as outside the universe of obligation — 
enemies and unassimilable aliens. Similarly, there is confusion between 
genocides precipitated by the victims' threats to the power structure and 
genocides occurring after a national upheaval established a new power 
structure in which the victims did not challenge the new regime: 


In all the cases considered here [including the Holocaust, the Armenian 
genocide, and Cambodia] genocides were preceded by some attempt to 
change the existing power structure. It should be obvious that any attempt 
to change existing power relations carries a certain amount of risk for the 
challenger. Though most potential revolutionaries accept the calculus of 
losing some lives, genocide would be an unacceptable risk to anyone (Harff 
1987, 56). 


The basic elements of a proto-theory are spelled out by Harff and 
Gurr: : 


The likelihood that geno/politicides will occur is increased among states of 

lesser international status, in states with new elites and regimes, in states 

with a history of repressive policies against groups, in societies with 

persisting internal cleavages, and among those-states in which elites use their 
e 
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- power to differentially reward groups for perceived loyalties. Revolutionary 
takeovers are particularly likely to lead to geno/politicides when ideological 
considerations target groups outright as expendable. Groups not fully 
incorporated into the social structure are likelier targets (1990). 

The first proposition (re states of lesser international status) would 
be readily disproven had the Harff and Gurr case-set focussed on 
genocide/politicide between 1935 and 1950 rather than after 1945. With 
the defeat of the fascist states, the world system was fundamentally 
changed; the Allies’ domination of the postwar era and the continuous 
mix of the Cold War/detente (or cooperation in protracted conflict) set 
limits of what could be done in Europe. Further, the Nuremberg trials 
declared unambiguously that the Final Solution was a crime. Whether 
post-war limits of genocide in Europe can be attributed to normative 
changes, the exhaustion of victims and witnesses to genocide or a 
change in hegemony can be debated. The many uses of genocide by 
Nazi Germany and post-war‘ uses by the Soviet Union (see Tables 3 
and 4 in Part 5) and the People’s Republic of China, indicate that 
generalizations about states’ tendencies need to be better grounded in 
time to explain the declining incidence of genocide in Europe and its 
post-war use throughout the ‘third world.’ 

. Because of the.scope of the Harff-Gurr project, explaining genocide 
and politicide, it seems to me excessively demanding to expect they 
would start with a concise theory embracing all kinds of state killings 
equally well. Empirical or grounded theory needs only to be good 
enough to probe the right questions to start. Harff's recent conclusions 
as to the correlates of both types of state mass murder do confirm the 
role of revolutionary upheavals and new regimes which Harff and Gurr 
postulated: 

revolutionary one-party states are the likeliest offenders. Gened occur 

with alarming frequency during or shortly after the revolutionary takeovers. 

Especially dangerous are situations in which long-standing ethnic rivalries 

erupt and radicalized groups armed with a revolutionary ideology gain the 

upper hand. Communist ideologues tend to be most aggressive in their 
dealings with potential or past opposition groups. Interestingly enough, the 

‘length of democratic experience is, inversely related to the occurrence of 

geno/politicides (Harff 1988, 23-24). 

We can better understand their conclusions by considering the wealth 
of historical evidence and historiographic studies which might be drawn 
upon to buttress their findings. 

Mazian (1990) sketches a theory based on a revised version of 
Smelser's Theory of Collective Behavior (1963), positing a value-added 
or cumulative interacting set of determinants of genocide: 


Explanations of Genocide 41 


. Creation of *Outsiders' 

. Internal Strife 

. Destructive Uses of Communication [composed of aggressive ideology 

and propaganda war] 

4. Powerful Leadership with Territorial Ambitions Forming a Monolithic 
and Exclusionary Party 

5. Organization of Destruction 

6. The Failure of Multidimensional Levels of Social Control ipowerlessness 

and weakness of the victim and lack of checks by the state committing 

genocide, other states and religious institutions] (1990, ix-x). 


D D — 


Some of these determinants are actually aspects of genocide rather than 
preconditions: 3, 5; and 6 in part — the state committing genocide does 
not check it. This leads to banality: ‘Obviously, in the case of the Jewish 
Holocaust, there was no control of hostility by those in authority’ (215). 
The weakness of the victims — starved, traumatized, and isolated — is a 
symptom of genocide in.the cases she cites:.the Jews and Armenians 
(further discussed in Part 4). Thus, it does not appear that Mazian goes 
beyond Kuper, Fein, Harff and Gurr, and Porter (1982): to be discussed. 
However, her notion of lack of social control as a precondition could 
be proved by examining other cases where genocide was aborted or 
deterred by action of bystanders — internal and external — and where it 
veas not. 

To this point, most theorists in this area have drawn from and 
reinforced each other. The following theorists offer other. Saplanauolls 
or perspectives. 

Rubenstein offers us a single-tactor explanation of genocide in The 
Age of Triage (1983). This assigns the principal trigger of genocide to 
population growth, assuming, as did Malthus, that population growth 
leads to an unsupportable surplus: such problems can be resolved 
(according to Rubenstein) by emigration, famine, war, and genocide. 
That there is no unanimity on Malthus’s thesis, that some of the 
most crowded states in the world are some of the richest and most 
productive and some of the least crowded are among the poorest is 
never considered. 

His case is illustrated by chapters on the enclosure movement, the 
Irish famine, the Final Solution, ‘the agony of Indochina’. Yet, the 
central thesis is both over-stated by implication and not explicated: 
‘genocide represents the ultimate expression of the revolution of ration- 
ality with which the problem of population redundancy begani in the first 
place’ (Rubenstein 1983, 32). 

Although the assumptions he begins with are based on theorists 
explaining the development of capitalist societies developing surpluses 
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of goods and people, Rubenstein stresses his explanation is not limited to 
them. He overlooks the fact that genocide in Cambodia occurred during 
a regime dedicated to demodernization (1975-79) — eliminating money 
and the division of labor and destroying markets. In both Vietnam and 
the Soviet Union, peoples were often labelled enemies to be eliminated 
because of ethnic status rather than unemployability or pauperization; 
the victims’ nationality was a sign to the perpetrators of imagined or 
possible disloyalty. 

The lack of any independent definition of surplus people enables 
his argument to unfold without the reader’s noting its circularity. 
For surplus people are simply, Rubenstein acknowledges obliquely, 
any people the authorities. want to eliminate (1983: 9, 18, 26). Thus, 
the original thrust of the argument is contradicted without note. And 
genocide is explained as a program to eliminate people which the state 
wants to get rid of for various causes. Surely, this is of interest chiefly 
in the history of recurring fallacies in social theory. 

Irving Louis Horowitz, like Rubenstein, views genocide as an act of 
state but an act intended as the ultimate means of social control, an act 
which. can only be perpetrated by a totalitarian state (1982); this book 
has gone through several editions but this has not changed. Horowitz 
distinguishes states along a continuum of means of social control aad 
ranges of tolerance of deviance: permissive societies, tolerant societies, 
guilt societies, traditional shame societies, harassment societies, torture 
societies, deportation or incarceration societies, genocidal societies 
(Chapter 4). But he does not examine any indicators of these practices 
that would show whether these are exclusive types in practice (as 
opposed to ideal-types) or their use is mixed. One might also consider 
whether these responses are different phases of reaction to perceived 
threats, conflicts, and state expansion or defense. Moreover, even 
assuming that these are distinct types, Horowitz offers no hypotheses 
to explain which states emerge to enact genocide in which societies; 
thus, although the state is central in theory, how and why states take 
lives of specific groups is virtually unexplained. 

Thompson and Quets, employing a novel (previously discussed) aad 
unbounded definition of genocide, which includes phenomena from 
a single lynching or murder to a massacre or pogrom to full-scale 
organized protracted extermination — relate genocide to the normative 
climate (1987). Their suggestion that changing the normative order is 
a predisposing cause in modern times (but not in previous social orders 
where genocide of defeated enemies was taken for granted) will evoke 
widespread agreement; virtually all students of genocide have made 
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the same point. Preconditions for genocide already noted include the 
exclusion of the victim from the universe of obligation (Fein 1979b; 
Fein 1977, Ch. 1 ), ‘outside the web of mutual obligations’ (Chalk and 
Jonassohn 1984); further, dehumanization of the victims or defining 
them as a member of another species has been widely recognized as a 
precondition both for genocide (Erikson 1964; Kelman 1973; Charny 
1982) and ‘guilt-free massacres’ (Duster 1971). But they do not go 
beyond this to explain how and why the normative order changes and 
genocide is instigated; nor do they study. actual genocides. 

Porter attempts to synthesize the contributions of Dadrian, Fein, 
Horowitz, Hilberg, and Porter, recapitulating the conditions favoring 
genocide: 

a) Minority groups have previously been and are presently defined outside 

the univérse of moral obligation by the dominant group... 

b) Pervasive racialistic ideologies and propaganda are found in the nation- 

state's society. 

c) There is a strong dependence on military security. . 

d) Powerful, monolithic exclusionary political parties are present. 

e) The leadership has strong territorial ambitions. 

f) The power of the state has been reduced | by defeat in war and/or 

internal strife. 
e 2) The possibility of retaliation for genocidal acts by kin of the victims of or 
_ interference by neutral nations is at a minimum (Porter 1982, 17-18). 


These preconditions best explain the Holocaust and the Armenian 
genocide (see Comparisons, Part 5) and parallel those of Mazian 
(1990) which were put in more general terms; it is too specific for a 
general theory. Porter classifies the components of genocide as ‘ideol- 
ogy, technology, bureaucracy,’ noting the range of actors and cultural 
products; indeed, doctors, anthropologists, film-makers and railroad 
workers contributed to the Nazi genocide as did SS extermination 
camp staff and killers. Studies exploring the role of the intellectuals, 
the scientists and doctors remind us how value-immersed rather than 
value-free were the goals*of such actors; this is more fully discussed in 
Part 4. This is another reminder of how explanations of genocide reflect 
back on our contemporary condition, enabling us to consider other uses 
of science today. 


Social-Psychological Theories 


What is common among these theories is their starting-point; they ask 
how people can kill others because they are members of another group 
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or class or hold the wrong political views, beginning with individuals as 
the basic unit of analysis. 

To begin with, I must confess a bia It seems to me that this has 
already been answered and that inferring psychological’ motives is 
basically a complementary level of explanation to a macrosociological 
perspective. What is needed is a theory of how structural, situational 
and cultural forces lead potential perpetrators of genocide to define the 
situation so as to mandate and justify the killing of the victims. One 
might even refocus on what is taken for granted — the right of the state to 
authorize killing — and assert that killing on state order needs no special 
explanation, given the long-term record of people killing at the call of 
tribal and national leaders. 

Those who have asked how people hurt, torture and kill others, 
drawing on clinical and experimental evidence, come up with three basic 
answers that account for a range of behavior: obedience to authority 
and conformity to role expectations, responsiveness to group rewards 
and collective definitions of the situation which inhibit one’s belief 
in one’s own perceptions, and belief in the ideology legitimating the 
killings (Milgram 1974; Dimsdale 1980; Lifton 1986; Staub 1989). The 
range of motives and instigators — normative beliefs (about the object 
of destruction, the rightness of self-defense and about obedience), rote 
expectations and self-interest (calculating probable self-advancement 
vs. loss of status) — and the reinforcers — authority, group climates 
of opinion and norms, fear of sanctions, expected rewards — are in 
no way different than the instigators and reinforcers for other action. 
Nevertheless, social-psychological theory and research is a rich source 
of insights into the behavior of perpetrators, bystanders and victims of 
genocide. 


Earlier Social-Psychological Findings: We Find the Enemy is 
Us ? 


Perpetrators may be self-selected on the basis of readiness to commit 
violence or they may learn what is expected of them. The readiness to 
hurt others has been related to early socialization in subordination to 
authority, leading to greater punitiveness and aggression, and to poor 
self-concepts, lack of empathy and values of moral exclusiveness (Staub 
1978/79). Earlier characterizations of perpetrators as psychopathic seem 
to be unfounded on the limited evidence we have from assessments of 
the personality of major Nazi war criminals (based on Rorschach data); 
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when proper scientific controls were employed in analysis, investigators 
concluded there was no reason to distinguish them from other men 
(Borofsky and Brand 1980). The investigating psychiatrist at Nuremberg 
(1946), Douglas Kelley reported: ‘From our findings, we must conclude 
not only that such personalities are not unique or insane, but also that 
they could be duplicated in any country of the word today’ (Borofsky 
and Brand 1980, 362). 

We are all vulnerable to blaming the victim because of our cognitive 
liability to stereotypy and ‘just-world’ thinking which assumes the 
innocent are not punished arbitrarily (Staub 1978 I, 151). We are 
also liable to hurt others even without blaming the victim when we 
conceive of ourselves as simply agents because of the norm of obedience 

-to authority (Milgram 1974). Both vulnerablities are reinforced by 
authoritarian social structures which create, organizations idealizing 
- hardness, force, obedience, loyalty to the organization, and hatred of 
the enemy. Such learning is made possible by role expectations, group 
influences to conform, and subcultures which resocialize members; it 
is learning by doing building on our capacity for compartmentalization 
of norms and obligations (Staub 1989, Ch. 5; Sabini and Silver 1980; 

Milgram 1974). A 
: -‘Why,’ I asked Stangl [commandant of extermination camp at Treblinka), 
‘if they were going to kill them [the Jews] any way, what was the point of 

all the humiliation, why the cruelty?’ 

‘To condition those who actually had to carry out the policies,” he said. “To 
make it possible for them to do what they did’ (Sereny 1974 cited i in Des 

Pres 1976, 67. ) 


The role of thé bystander to crime and to the alarms of everyday 
life has received more scholarly attention in the last decade than that 
of the bystander to genocide. We can glean much from the literature 
-from this research — on altruism, prosocial or helping behavior — about 
the preconditions for groups and states to help victims (Staub 1989 and 
1979; Wispe 1978; Piliavin et al 1981; Fein 1987b; Stohl 1987). These 
will be later discussed in greater detail in Parts 4 and 6. ` 

A few psychologists and psychiatrists focus principally on the perpe- 
trator, drawing on different skeins of theory to offer general analyses of 
how genocide becomes possible and likely. 


Fear of Death as an Instigator 


Charny (1982) draws on a psychodynamic theory of aggression based 
on a dialectic between life-affirming forces and life-denying forces, 
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building on the early dichotomy of Freud between Eros and Thanatos 
(1938). The fear of death and non-being (see Becker.1973) propels the 
*genocider' to sacrifice others to still his fear (Charny 1982, 192-193). 

There is no consideration given to what grounds one might employ 
to support or evaluate such a dichotomous polarity as against other 
psychoanalytic or interpersonal perspectives. Nor does Charny consider 
to what extent rational and cognitive processes underlie the decision of 
the ‘genocider’ to destroy, attributing scapegoating and dehumanization 
to projection of our wishes tó destroy. Given the great advances of 
' cognitive psychology in explaining prejudice, stereotyping and hostile 
attitudes, this failure to explore alternate formulations seems to me a 
. wéakness. But Charny's central metaphor — 'Genocide::the Human 
Cancer' — itself inhibits such exploration. 

Charny asserts that societies are organized around life-promoting and 
life-destroying forces, the latter providing the precursors for genocide. 
However, he does not specify the role of the state, elites, social structure 
and intergroup conflict in promoting genocide, stressing the basic 
likeness of human nature and ambivalent potentialities of. channeling 
behavior violently and nonviolently. What he does is to try to trace 
the sequence of events leading to genocide using Smelser's theory 
of collective behavior, based on a ‘value-added’ process as a model 
(1963) — also the departure point of Mazian's theory (1990) which was 
previously discussed. 

Lifton (1986) propounds a theory of genocide based on his work on 
Nazi doctors, based on medicalized etiology. "The model I propose 
includes a perception of collective illness, a vision of cure, and a 
series of motivations, experiences, and requirements of perpetrators in 
their quest for that cure (467). 

' The "illness! stems from a historic and cultural crisis, plunging the 
society into despair, immersing it in death imagery. This was the 
response of German society to World War I, a ‘profound experience of 
failed regeneration (468).’ The perpetrator provides a vision of a total 
cure, which is embodied in ‘totalistic’ (others would call it totalitarian) 
ideology; this claims the right to decide who shall live, who shall die, 
in the name of the state. Several elements in this description parallel 
others’ description of the cultural condition of pre-Nazi Germany in 
non-medicalized imagery. That there are some parallels one may infer 
with the Ottoman empire in 1915 also testifies to the parallels underlying 
these genocides (to be further discussed in Part 4). Lifton provides no l 
evidence of the generality of these preconditions in other cases but 
abundantly illustrates the cultural and psychological state predisposing 
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Weimar Germany to genocide, without considering the political and 
structural causes and lack of effective deterrents in Germany. Metaphor 
may lead and mislead; in this case, it is suggestive not because it leads to 
a general theory — it does lead to a very over-generalized one of dubious 
use — but because it expresses the perceptions of the perpetrators in a 
non-judgmental manner. 

Like Chamy, Lifton views all persons as potentially capable of 
harming others and all nations potentially capable of genocide. He 
labels the critical process enabling the perpetrators to kill as ‘doubling’ 
— ‘the division of the self into two functioning wholes, so that a 
part-self acts as an entire self” (418). The phenomena described by 
this pretentious concept, distinguished from psychopathological pro- 
cesses of ‘splitting,’ would be better understood as role-distantiation 
or compartmentalization, economic forms of accommodation and denial 
which are symptoms, not causes, of the killers’ adaptation. Given our 
knowledge of the many roles and conditions — some shameful, some 
‘heroic — in which people distance themselves mentally from what they 
are doing, this does not appear to be either a new concept or finding. 

Lifton also, like Charny, stresses fear of death as the underlying motif 
of Nazi culture and takes seriously the Nazi perpetrators’ fear —as well 
as. their dehumanization — of their Jewish victims who were seen as 
‘the bearer of death and therefore the embodiment of evil’ (476—479). 
This leads to some grandiose over-generalization about all genocide: 
*Genocide is a response to collective fear of pollution and defilement. 
It depends upon an impulse toward purification resembling that given 
collective expression in primitive cultures’ (481). The genera case 
remains to be demonetaieds 


The Intertwined ‘Roots of Evil 


Staub (1989) presents the most original and multi-level explanation of 
‘the psychological and cultural origins of genocide and other forms 
of group violence’ to date. This stems from a research sirategy which 
explicates the conditions for doing evil as the contrary of what he has 
previously shown are the conditions for doing good. It is complemented 
by ‘an attempt to specify an agenda for creating caring and connection 
- within and between groups’ (xii). 

Staub views the origin of genocide in ‘difficult life conditions’ 
(depression, war, social disorganization, etc.) which, reinforced by 
cultural and personal preconditions (involving orientation to hierarchical 
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authorities, devaluation of out-groups, aggressiveness) lead to motiva- 
tional readiness to defend the self (physically and symbolically) and to 
harm others. These preconditions make people more likely to devalue, 
scapegoat and hurt other groups, and to follow an authoritarian leader 
idealizing their group over others and justifying punishing or eliminating 
the others. 


This is a probabilistic conception. The combination of difficult life condi- 
tions and certain cultural preconditions makes it probable that motives will 
arise that turn a,group against another. This combination makes it probable 
that initial acts of harm-doing will be followed by further steps along the 
continuum of destruction. The behavior of bystanders can facilitate or inhibit 
this progression. Genocide arises from a pattern, or gestalt, rather than from 
any single source. The outcome of this evolution and the immediate cause 
of the genocide is that perpetrators come to believe either that the victims 
' have something they want or (more likely) stand in the way of something 
they want (Staub 1989, 23). 


The theory is illustrated by four cases: the Holocaust, the genocide 
of the Armenians, the ‘autogenocide’ in Cambodia, and the ‘disappear- 
ances’. in Argentina during the ‘dirty war’ (1976-1982). 

My major criticism is that Staub has overgeneralized the precon- 
ditions — hard times (given the variety of his indicators) have been 
prevalent in many non-genocidal societies — and not sufficiently speci- 
fied the role of historical.situations and structural preconditions that 
render the state vulnerable to dissolution, revolution, or seizure by elites 
apt to authorize genocide. The factors he specifically cites have been 
widely observed by others and conceptualized more precisely: wars 
leading to defeat, or national upheavals; crises of national, group and 
. personal identity and cultural despair; the projection of threat on to the 
victim (who may be an antagonist in inter-group conflict or a symbolic 
enemy); and authoritarian and revolutionary ideologies decreeing the 
need to totally eliminate the enemy. 

Although the theory seems to neatly fit his cases, there will be some 
disagreement based on particular cases and on terminology. Differences 
in the connotations of terms in different disciplines and ordinary 
parlance lead Staub to' consider both Turkish and German societies 
monolithic (235) whereas Kuper considers them examples of pluralism 
(1981). Staub uses pluralism as a synonym of cultural tolerance, usually 
a good thing, while Kuper and others define pluralism as a system of 
domination by one group over others in a society based on coexistence 
with separate (but not equal) cultures. : 

More important, however, is the question of the range of pertinence 
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of his theory. Although it also can be used to explain war and torture, it 
fails to embrace the variety of genocides, particularly those that emerge 
against indigenous peoples in democratic states (by plan or by malign 
neglect) — genocides in which the perpetrators are not necessarily 
enduring hard times.but could be doing better were. the victims not 
there. Nor does it directly consider the role of rationality in calculating 
genocide. But it does consider the role of bystanders in deterring it, 
indicating the potential phases for deterrence and intervention. 

Unlike Charny and Lifton, Staub emphasizes how group psychologi- 
cal processes differ from individual processes; social psychology is not 
just individual psychology writ large (237—239). Like them, he sees 
human nature as having ambivalent potentialities: the same processes 
that create aggressive and indifferent citizens can create altruistic and 
caring citizens. 


The Contribution of Norman Cohn 


The cumulative work of Norman Cohn (1967, 1970, 1977), ably 
synthesized by Smith (1989) on whose exegis I draw, is an impressive 
trans-historical line of research showing how ideas promjsing messianic 
deliverance regularly lead to murder. 

Cohn views genocide not as the result of calculated action but as the 
acting out of messianic, apocalyptic fantasies promising salvation. 


The basic form of this fantasy of'social salvation, repeated over time and 
place, whether in the language of religion or the pseudo-science of the right 

. or left in modern totalitarian movements, is as follows: the world/ society 
is ‘dominated by an evil, tyrranous power of boundless destructiveness,’ 
a power not only cruel, but in some sense demonic. The tyranny of that 
power will become ‘more and more outrageous, the sufferings of the victims 
more and inore intolerable.’ Then, suddenly, the oppressed will rise up and 
with a ‘final, exterminatory struggle,’ the world/society will be reborn into 
innocence. In.short, only through massacre can the world be purged of evil 
and oppression: extermination is the price of virtue and happiness (Smith 
1989, 2-3). 


These fantasies stem from specific apocalyptic traditions which, 
adapted to change to new conditions, are revived in times of social 
crises. Cohn traces them from the Romans to the Nazis, showing how 
the mythic Jewish world-conspiracy depicted in the Protocols of the 
Elders of Zion proved to be a ‘warrant for genocide’ (1967). Such beliefs 
postulate a Manichean universe, stigmatizing the potential victims or 
enemy as the embodiment of evil: non-human, diseased, unclean, 
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diabolical. They are not ‘only outside the universe of bligation, they 
are outside humanity. 


It is also a state of mind that lends itself to total absorption in a group, 
subordination to a leader, and ruthless adherence to its sense of cosmic 
mission, which becomes a license to destroy men, women, and children with 
a good conscience, free from guilt. Cohn argues that.apocalyptic movements 
appear only in.times of mass disorientation and social anxiety. It is not 
hardship as such that leads people into the quest for total salvation, but 
rather the collapse of the normative order, the ‘fact that society no longer 
seems to make any sense (Smith 1989, 5). 


From this there emerges a party or group to enact this fantasy on earth, 
one usually led by a charismatic leader. The group and myth gives 
meaning to members’. lives, ventilates and displaces their passion and 
legitimates ruthlessness. The myth becomes a warrant for genocide. 

Others join the movement and participate in vandalism and killing 
from other motives: loot, and pleasure in others' pain. But more 
important than these is the indifference of the multitude who learn 
to blame the victim, the indifference which allows them to overlook 
and fail to deter discrimination, persecution and murder. Thus, Cohn 
incorporates the range of motives Staub (1989) and others have shown 
lead to the bystanders distancing themselves from the victims. 

This is a model of an ideological genocide which best fits the 
Holocaust and can be adapted to explain the Khmer Rouge genocide 
(which lacked any charismatic leader by all accounts). It does not fit 
the many genocides without a movement and an apocalyptic vision. 
However, the idea of normative breakdown and disorientation as the 
‘precondition for such movements — a more specific notion than that 
of ‘difficult life conditions’ (Staub 1990) — could be incorporated 
into a revised model of genocide incorporating elements of collective 
behavior (based on Smelser 1963) and state behavior, specifying the 
macrosocial conditions — crises or national declines or upheaval which 
many theorists ( Harff and Gurr 1990, 1988; Fein 1979b; Mazian 1990; 
Porter 1982) have noted are apt to preface genocide. These theories, 
however, fail to take account of the unobtrusive and often unobserved 
genocides of indigenous peoples (later to be discussed). 


4 


CONTEXTUAL AND COMPARATIVE STUDIES I: 
- IDEOLOGICAL GENOCIDES 

We can discriminate at least three kinds of research: 1) studies with 
sociological orientations or using sociological concepts explaining spe- 
cific genocides in'their own context; 2) studies comparing genocides 
and genocidal massacres of a specific type or arising in similar con- 
texts; and 3) studies using contextual findings to probe other ques- 
tions; e.g, the role of professionals, helping behavior, social adaptation 
to unprecedented dehumanizing examples of social organization — 
Auschwitz. The vast number of historical and descriptive studies of 
specific genocides and.legal studies are omitted here; for a preliminary 
guide to a wide range’ of genocides see the bibliographies in Charny 
(1988), and Chalk and Jonassohn (1990). Besides these, there are 
published bibliographies to specific genocides and sources readers can 
easily locate, often classified by language. 

-I discuss studies contextually by type of genocide, adding notes 
on related research on terror and state killings. Most research is on 
ideological genocide, the greatest part of which is on the Holocaust. 

Given this fact and that most genocide research grew out of Holocaust 
research, one could readily overlook the fact that comparative research 
on genocide is not viewed as legitimate by some. The disagreements 
among Holocaust scholars as to the validity and legitimacy of com- 
parison stem from what has come to be known as the *uniqueness 
question.’ : 


The *Uniqueness Question? 


It is, Rosenberg observes, a peculiar question: 


What strikes me as peculiar about it is the fact that the legitimacy of the 
question as such is so taken for-granted, that it is so readily assumed that 
the uniqueness of the Holocaust is not merely a fit subject for analysis but 
is a problem of the very first rank in importance. The anomaly here is just 
that the ‘uniqueness question’ itself is taken to be crucially relevant to an 
understanding of the Holocaust although it is relevant to few — if any — 
other landmark events of history.... While scholars often draw comparisons . 
and mark the contrasts of the American and French revolutions, little time 
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is spent in analysis or discussion of the ‘uniqueness question’ with respect to 
either....why...has [it] assumed such prominence in the context of Holocaust 
studies? Why is the question itself so hotly contested? (Rosenberg 1987, 
145-46). 


Rosenberg answers this by relating it to the discovery and framing 
of the destruction of the Jews as the Holocaust by the postwar Jewish 
community, awed by the horror of those events. The influence of 
Eli Wiesel, who has repeatedly stated that the Holocaust is beyond 
understanding, is critical in coining the event as ‘the Holocaust’ and 
gaining acceptance for this: some recent critics view this as itself 
confusing the search for meaning and historical roots (Garver and 
Zuckerman 1988). 

While neo-Nazi and radical revisionists for the historicity of the 
Holocaust, the need for continued education, using all the mass media 
remains apparent. Yet the extent and type of public and communal inter- 
pretation troubles many Jewish critics who charge that popularization 
and misuse of the Holocaust has demeaned and distorted its meaning 
or converted its commemoration. into a substitute for Judaism (Hyman 
1980; Levine et al 1981; Neusner 1981; Fein 1987a) or that the claim 
of ‘uniqueness’ has become a secularized claim to chosenness, ‘a sort 
of privileged nation status in the moral honor roll’ (Lopate 1989). So 
both commemoration of the singularity of the Holocaust and comparison 
with other genocides has problematic ideological resonances within the 
American Jewish community and in inter-group relations. 

In so far as the debate on uniqueness is a scholarly one, we will 
examine its implications: There are actually at least two major types 
of opposition to any comparisons of the ‘Nazi genocide with other 
genocides: the first is a metahistorical or theological position which 
absolutizes the Holocaust as a unique phenomenon outside history 
(Fackenheim, Eckhardt and Eckhardt, Wiesel) while the second rejects 
its factive likeness to other genocides (Feingold, Friedlander, Levin, 
- Dawidowicz, Katz, Kren and Rapaport) — see Rosenberg (1987) for 
references. Most of the advocates of the first position are religious 
philosophers, educators and writers; most of the advocates of the 
second position are historians. However, most historians who have 
written about the Holocaust have taken no position. Most of the other 
social scientists are in the comparative camp. 

It is incorrect to characterize the disagreement between those who 
maintain comparison is irreverent or inapt and those who assert it is valid 
as simply as a split between particularists and universalists, implying 
those who maintain the uniqueness of the Holocaust are indifferent to 
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the suffering of others; Wiesel has publicly excoriated the indifference 
to the genocide of the Ache Indians in Paraguay (1976), and to political 
victims — the boat-people of Indochina and the hungry in Cambodia. 
However, some advocates of the second camp imply such indifference 
by their exclusion of Gypsies — also categorically defined, segregated, 
stigmatized, rounded up and murdered by German law and.German 
forces as were the Jews — as victims of the Holocaust or of genocide, 
even implying that their round-up was provoked by their own behavior 
by denying that the categorical labelling of the Gypsies as ‘asocial’ was 
a racial or group stigma (Katz 1989; Dawidowicz in Papazian 1984). 
Katz argues that the Holocaust as a genocide is analytically unlike 
that of any other cases of victimization he analyzes: killing of witches, 
slavery in America, the Indians of North America and Nazi killing of 
Gypsies, homosexuals and Poles (1990), denying that any of these 
cases are genocide. Although'Katz claims he is using the UNGC as the 
standard or criteria for genocide, he actually uses the Shoah — the Jewish 
experience during the Holocaust — as the criteria (1989, 128—129). He 
` glosses over evidence of mass killing of Gypsies and Poles because the 
motive differed from the killing of the Jews and all members of the 
group were not at risk as were all Jews. But the definitional criterion 
of the UNGC is intent to destroy.a group in whole or in part (as well 
as killing) — not motive (see discussion in Part 1). Further, Katz appears 
to accept the Nazi justifications for killing Gypsies uncritically: 


This lack of a monolithic, insistent, clairvoyant, racial policy towards the 
Gypsies accounts, in all likelihood, for the differing fates suffered by 
Jews and Gypsies under Nazi control. This vital difference, this lack 
of explanatory singlemindedness, transmuted the Nazi assault against the 
Gypsies into a mediated confrontation which blunted a considerable part 
of the deadly fury which potentially could have been brought to bear 
against the Gypsies but wasn’t....while many of the Gypsies in Germany 
and Poland were being rounded up after 1943 for deportation, Himmler 
himself was'intervening to save the ‘German’ Gypsy Sinti and Lalleri tribes, 
about 10’ percent of the total Gypsy population. ...the two relatively large 
‘operations’ against the Gypsies at Auschwitz. during which 1700 Gypsies 
from Bialystok were gassed in March 1943 and 1042 were gassed on 25 
May 1943...were due, in at least large if not ‘full measure, to reasons of 
` communicable disease...‘suspected typhus cases’ (1989, 142-144). 


Does Katz imply that gassing is a customary public health measure or 
that Gypsies were gassed in order to save the lives of the Jews — or of 
other Gypsies — ‘in Auschwitz? (See also: Kenrick 1990 for a rebuttal 
to Katz.) 

Yehuda Bauer, head of the Institute of Contemporary Jewry of 
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Hebrew University, distinguishes genocide (partial) from Holocaust 
(total) annihilation. Genocide, according to Bauer, was what happened 
to Czechs, Poles, Serbs, other Slavs and Gypsies: Jews alone were 
victims of Holocaust, planned total annihilation (1984, 204—213) Bauer 
' asserts that Lemkin erred in confusing both cases in his definition of 
genocide (1984, 204—205). But Lemkin understood there was a gradient 
of intensity — directness or totality — among genocides; although he 
could not have realized the dimensions of the Final Solution when his 
first work was written (published in 1944), he reiterated his concept of 
genocide after the war (1947), took an active role in prosecuting top 
Nazi leaders at Nuremberg for crimes against humanity and devoted 
his life to lobbying for the UNGC. In short, Bauer rejects, Lemkin’s 
conception of the conceptual unity of genocide: such unity does not 
deny differences in intensity, function, type, and time. 

Bauer, however, occupies a critical position in refuting the dogma 
of the ‘uniqueness’ camp while: not subscribing to the. assumptions 
of the comparativist camp. He observes that the mystification of the 
Holocaust (as he puts the first position) does not consecrate. it but 
robs it of historial significance; we can neither understand it in itself 
nor appreciate its portent for other events if the Holocaust is absolutely ` 
unique (1978). Although Bauer has sometimes been identified with the 
‘uniqueness’ camp, his argument is not one against comparison but for 
discernment among comparison; he has compared the Holocaust to the 
Armenian genocide on several occasions, stressing that comparison does 
not mean equation. He seems. to have tried to redefine the central 
issue by conceptually differentiating Holocaust (total annihilation) from 
genocide (partial annihilation), thus putting the Holocaust as a sole case 
in an open category (1984, 204—206). Bauer declared during a panel on 
comparisons of genocide (at the 1988 conference, ‘Remembering for 
the Future,' at Oxford) that the Cambodian genocide was unique. In 
a factive sense, this is true — many have coined it an ‘autogenocide’ — 
but it need not imply it can only be understood in its particular context; 
understanding of the Cambodian genocide is enriched by comparing it 
to other ideological genocides (see later discussion Part 4). 

This suggests that Bauer's method of discrimination could lead to a 
multiple box strategy; every outstanding singularity of an event merits a 
separate category. To me, this fortifies the case for theoretically-guided 
comparative studies to probe what lies behind each box, distinguishing 
how contexts, structure, and processes lead to similar and different 
outcomes. This does not differ from principles of comparison for other 
questions: revolution, war, slavery systems, modernization, terrorism. 
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"Rosenberg tries to ‘unpack’ the meaning of the controversy by 

distinguishing three meanings and implicit responses to the ‘uniqueness 
question:’ 1) an absolutist dogma (rejected); 2) trivializing rebuttal 
("all events are unique’) which. is also rejected; and 3) a ‘relativist’ 
position, viewing the Holocaust as having distinct features that must 
be recognized in comparison and, at the same time, seeking appropriate 
contexts to understand it historically. I identify with the third camp. 
What I view as singular about the Holocaust is the length of warming 
time, its transnational scope, and Hitler’s announcement of his intention 
to eliminate the Jews.two decades before their extermination. : 
: Most comparative scholars also note the destruction of the Jews was 
an ideological genocide and observe aspects of its singularity while 
comparing it, most often, to the genocide of the Armenians in 1915 
(see Part 5). 

The legitimacy of such comparative research and interest in it was 
undoubtedly promoted by the convening of an International Conference 
on the Holocaust and Genocide (Tel Aviv, 1982), the establishment of 
an international journal, Holocaust and Genocide Studies, and institutes 
formed in Israel, the US, and Canada to study genocide (further 
discussed in Part 6). 


' Misuses of Genocide Comparisons 


But confounding the question of the legitimacy of comparative studies 
of genocide in. controversy is the fact that comparisons abound — 
produced by politicians, publicists, and scholars — for political objectives 
and scholarly research itself-often has political implications. For recog- 
nition and denial of genocide often involve delegitimating or-defending 
the state or party of a past perpetrator in a present conflict. 

-Because the Holocaust is often regarded as the apotheosis of geno- 
cide and is the best known genocide in the western world, it is the 
paradigmatic genocide for political manipulation of images and revising 
the past. The most egregious misuse of the Holocaust is that of the 
Turkish government and its apologists in denying the genocide of.the 
Armenians in 1915 (R. Smith 1989; Fein 1988; Hovannisian 1986) 
and attempting to suppress free speech among scholars (Charny 1983, 
269—316). Two basic scripts are repeated in such defenses: it didn't 
happen intentionally and they deserved it — denial and self-defense. 
One singular recent tactic of the Turkish advocates is to identify with 
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the victims of the Holocaust and deny the facticity of the Armenian 
genocide by disparaging comparison with the Holocaust. 

Comparison — indeed, belabored comparison of hypothetical alternate 
constructions of the Final Solution — has been used by some German 
historians — principally Nolte (1985) to diminish or neutralize German 
responsibility for the Final Solution (Breitman 1987; Craig 1987; Maier 
1987; Kampe 1987; Habermas 1986). While Nolte (1985) represented 
National Socialist extermination as perhaps an imitation of an ‘Asiatic’ 
act, the Vietnamese-backed government in Kampuchea represented the 
Khmer Rouge -torture/extermination camp at Tuol Sleng as an ‘Asian 
Auschwitz' in order to obscure the Marxist-Leninist roots of the Khmer 
Rouge genocide (Shawcross 1984, 421-22). Maier observes that Nolte’s 
argument is not a genuine historical question but a disguised thesis, a 
‘spurious [question] designed to sway opinion by virtue of its just being 
asked’ with no test of the thesis’ (Maier 1987, 83). 

The Holocaust has also been persistently misused by Israelis and 
Palestinians and their partisans by superimposition of it as.a script 
or template analogizing contemporary strife, masking the roots of the 
present conflict between both nationalisms and demonizing antagonists 
(Alexander 1988; Fein 1987a; Alpher 1984; Vidal-Naquet 1989). 

Comparisons of the Holocaust and present-day events have, on 
occasion, been used in a disinterested and positive way to evoke a 
public response to prevent a disaster: this was demonstrated in the 
Indochinese refugee crisis (1978-80). Recollections of the Holocaust 
were used by religious and citizen leaders to frame perception of the 
crisis and to press leaders for national and international commitments 
toward the refugees in order to deter the deaths of the boat-people (Fein 
1987b; Wain' 1981). 

The social-scientific evaluation of genocides demands both good faith 
(not disinterest but disinteredness) and some theoretical sophistication. 
Comparisons based on either the Holocaust or the Gulag Archipelago 
as a single archetype which assume there is one mechanically recurring 
script are bound to be misleading. Comparison demands discernment 
in formulating ideal-types, inferring functions of similar events, and 
accounting for social structures which make genocide most likely. But 
accounting for social structures does not negate recognizing the account- 
ability of specific political actors for specific genocides. Accounting for 
genocides no more reduces responsibility for a specific genocide. than 
accounting for the social and psychological conditions. most likely to 
be correlated to homicide reduces the tesponstbility of ane individual 
murderer. 
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Holocaust Studies 


Comparative studies first demand full understanding of the dimensions 
of the specific genocide. Although no genocide in history has been 
as well-documented and studied as the Final Solution, few researches 
have concentrated on proposing or testing explanations, drawing on 
social-science theory or methods. Some, to be considered, focus on 
explaining the origin or success of the Final Solution, and others use 
these experiences to probe the limits of human behavior. 

The first major study of organization — The Destruction of the 
European Jews — and still the classic — was by a political scientist, 
Raul Hilberg (1961; 1985). Hilberg's work is indispensable not just 
for his charts untangling the web of competing German organizations 
but for his analysis of how the machinery of destruction was fundamen- 
tally a social process, proceeding from definition to expropriation to 
concentration to annihilation. Hilberg then crossed the division between 
theories of ‘bureaucracy and those of social action by baldly stating: 
"The machinery of destrüction, then, was structurally no different from 
organized German society as a whole; the difference was only one of 
function. The machinery of destruction was the organized community 
in one of its special roles’ (1961, 640). 

. Hilberg's reflections on the administrative and psychological prob- 
lems (1961; Ch. X) is a classic in depicting the social mechanisms 
which enable people to deny, repress, and rationalize crimes. Hilberg's 
later work (1985, ‘Vol. 3) shows the extent of innovation within the 
German bureaucracies which made the Final Solution possible; it was 
not obedience to authority which explained compliance, for it was the 
mid-level bureaucrats, often not Nazis (see also Browning 1978) who 
provided the means and the authority, taking the goal of eliminating the 
Jews for granted. It is this agreement that the Jews were the source of 
the Jewish problem and had to be eliminated, that is seldom explained. 
Similarly, studies of German public opinion have shown that it was not 
the growth of antisemitism and Jew-hatred but the growth of moral 
indifference and exclusion of the Jews from the political community that 
allowed Germans to overlook and deny the deportation and destruction 
of the Jews (Kershaw 1987). 

Hilberg's position — that genocide was directly authorized by Hitler — 
has been the dominant one in Holocaust studies, termed ‘intentionalist’ 
_ in contrast to some German scholars termed ‘functionalists’ who view 
the annihilation of the Jews as an emergent process of bureaucratic 
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innovation. Grounds for conjectures about how and when the authori- 
zation was given arise from the absence of a written Final Solution - 
order from Hitler. However, Fleming compiles the abundant evidence 
that there was direct authorization (1985). Mommsen, voicing the 
functionalist argument, observes that the anti-Jewish measures in the 
1930s 


were first conceived by the rival satraps around Hitler, who were 
unscrupulously determined to outdo one another in implementing National 
Socialist policies, and thus to please the Führer. Only in retrospect have 
these measures acquired the appearance of being part of a systematic and 
cynical escalation of persecution (1986, 107). 


However, although Mommsen disputes Hitler’s direct authoriza- 
tion-of the death camps — distinguishing the Final Solution from the 
Einsatzgruppen massacres in the east — he does not dispute Hitler's 
responsibility: 

The realization of the Final Solution became psychologically possible 

because Hitler's phrase concerning the ‘destruction- of the Jewish race in 

Europe' was adapted as a direct maxim for action, particularly by Himmler. 


Hitler, it must be conceded, was the ideological and political author of the 
Final Solution (Mommsen 1986, 114). 


Although the functionalists sometimes appear to be making distinc- 
tions without a difference, the debate itself should be of interest to 
students of organization and decision-making. 

The first two decades in Holocaust studies sought to Spia first, the 
behavior of the perpetrators, and second, the behavior of the victims. 
Hilberg can be faulted for over-generalization about the behavior of 
Jews — viewed as predominantly accommodating throughout history . 
(Ch. 1, 1961) — neither putting their behavior in the context of minority 
responses to dominant societies nor observing the range of responses 
in Jewish history and the options for response between 1941 and 1945. 
His inferences about Jewish behavior are flawed by the constriction 
of sources and perspective on the Jews'as an object: ‘this is not a 
book about the Jews. It is a book about the people who destroyed the 
Jews...Inso far as we may examine Jewish institutions, we will do so 
primarily through the eyes of the Germans: as tools which were used 
in the destruction process’ (1961, v). He did not examine the plethora 
of sources which the Jews ‘left nor did he always critically analyze and 
cross-check the accounts of motives by perpetrators, collaborators, and 
non-rescuers from which he drew inferences about the range of actions 
open to the victims at different times. : 
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During the third decade of Holocaust studies, the focal question was 
more often the role of the bystander than that of the perpetrator or 
victim. I draw on Hilberg’s conception of the process of destruction but: 
start from entirely different assumptions in Accounting for Genocide: 
National Responses and Jewish Victimization During the Holocaust 
(Fein 1979b). This set out to assess what accounted for the percent of 
Jews who became victims (killed and incarcerated in German camps) in 
different states occupied by and allied with Nazi Germany; this ranges 
from less than one percent to over 99 percent. However, other dimen- 
sions of accounting which were not always noted were developed. The 
second dimension is accounting for the political-moral responsibility of 
other actors who might be co-perpetrators, collaborators, antagonists or 
resisters: the churches (Ch. 4), the Judenráte and other Jewish councils 
(Ch. 5), the Allies (Ch. 7), and social defense movements whose mobi- 
lization enabled more Jews to survive in some states (Ch. 6). The third 
dimension accounts for the perception and behavior of the victims; the 
second part depicts the victims’ view (complementing the macroscopic 
analysis in the first part) from first-person documents, showing how 
they realized their entrapment and how rational their behavior was, 
given the context and their definitions of the situation. There is also 
a comparative historical dimension, analyzing the underlying causes 
of twentieth century ideological genocide, by comparing that of the 
Armenians (1915) in the Ottoman Empire and that of the Jews (to be 
later discussed). 

The first step in Accounting centered on evaluation of three alternate 
hypotheses: the solidarity, German control, and value consensus (or 
antisemitism) theses. 1) Jewish victimization might be explained by the 
disintegration of national solidarity were Jews included in the prewar 
universe of obligation. 2) Jewish victimization might be explained by 
the directness of German control leading to lack of resistance and state 
cooperation. 3) Since the goal of prewar antisemitic movements was to 
exclude Jews from a common universe of obligation and the German 
goal was to exclude — and eliminate — Jews, one might expect that 
the more successful such movements were, the more would natives 
cooperate with German occupiers and the more Jewish victims there 
would be. Both statistical analysis (deriving indicators from historical 
and demographic sources), comparative and deviant-case analyses were 
used to test (and revise) the hypotheses. 

The analysis related the likelihood of Jews becoming victims to their 
social disintegration, elaborating (from Hilberg's initial destruction pro- 
cess) five stages: definition, stripping, segregation (and stigmatization), 
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isolation, concentration and killing. The success ‘of the German entrap- 
ment strategy depended on how isolated Jews were. The leading 
cause behind the chain of Jewish isolation and victimization was the 
success of the national antisemitic movement in 1936 which best 
explained the cooperation of states in segregating the Jews. In sum, 
two explanations proved to be complementary — German control and 
prewar antisemitism: — 


with least SS control, high anti-Semitic states produced almost four times 
as many victims proportionately (7.8:2 [78 percent:20 percent]) than did less 
anti-states; comparing their averages, when most free, the high anti-Semitic 
states produced 58 percent more victims.... Among the less anti-Semitic 
states, the rank of victims climbed steeply as SS control intensified....prewar 
anti-Semitism and SS control in 1941 account for virtually all (86 percent) 
of the variation in Jewish victimization (81—2). Í 


This terse analysis does not cite the extended explanations for the 
role of warning-time, the instigators and effects of church resistance and 
social defense movements, the prewar development of the nation-state 
and antisemitism. But resistance — regardless of causes — had dramatic 
and discernable effects. ‘The majority of Jews evaded deportation in 
every state occupied by or allied with Germany in which the head of 
the dominant church spoke out publicly against deportation before or as 
soon as it begun’ (Fein 1979b, 67). 


Victims: The Social Organization of Hell 


Because the Final Solution was an innovation in genocide, incarcerating 
many victims in extermination and concentration camps for years before 
they were murdered directly or indirectly (through slave labor and mal- 
nutrition inducing disease and death), it presented a unique opportunity 
to consider how people adapt to and (a fractional number) survive 
organizations and conditions perhaps best represented novelistically by 
Dante's Inferno. Y omit the vast number of autobiographies and memoirs 
(the best sources) and concentrate on the few social-psychological and 
sociological accounts. 

The behavior of victims is the subject of Bettelheim, Luchterhand, 
Des Pres, and Pawelczynska. The best known and least adequate of these 
discussions is the original paper of Bettelheim based on his experience in 
concentration camps between late 1938 and 1940, when he was released 
after securing a visa to the US (1943). In this, Bettelheim remarked on 
the widespread ‘regression’ of Jewish prisoners, and their contribution, 
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consciously and unconsciously, to their own victimization, in contrast 
to Bettelheim’s ability to resist his captors. Bettelheim generalized 
from his: personal experience with German Jews in a concentration 
camp (from which Jews with exit visas enabling them to emigrate 
were released) to the response of Jews throughout Europe to the 
extermination camps (1960, 250-251): ‘Psychologically speaking, most 
prisoners in the extermination camps committed suicide by submitting 
to death without resistance.’ Significantly, this passage was not reprinted 
(Bettelheim 1979) — see Fein 1980 for complete review of Bettelheim's 
revisions. P 

Bettelheim's judgment gained widespread currency through Elkins’ 
thesis comparing the allegedly regressive behavior of incarcerated Jews 
to the allegedly childlike behavior of Black slaves (1959); however 
both were incorrect and superficial observations (Fein 1980). What was 
common to prisoners and slaves was that they learned to dissemble in 
front of their oppressors in order to survive. 

Des Pres’ agonizing study of survival in Soviet and German camps, 
in fact, shows us how ingeniously survivors coped, how much planning 
was needed to manage to survive, and how bonds to others helped to 
survive (1976). His work is marred only by the last chapter, which relies 
on a sociobiological explanation for bonding, ignoring the much simpler 
explanation: all human beings learn caring and attachment, obligation 
and reciprocity, in families. Prisoners attempted to find meaning and to 
help each other by reproducing pairs or family when they were isolated 
— and such units were in most cases the largest ones to survive in the 
camps over an extended period, given the totalitarian control and many 
languages dividing prisoners, except for those of political prisoners 
(e.g. communists) bound by pre-war solidarity. People recreate social 
bonds in virtually all settings to.survive for people have been created 
by social bonds. | z 

The question of whether and how people maintain values in extreme 
‘situations is best discussed by Anna Pawelczynska, a sociologist and 
Polish survivor of Auschwitz, interned in 1942 at the age of twenty as 
a member of the Polish resistance (1979). She explains the informal 
organization of the camp, the divisions among prisoners, and how 
social differentiation — nationality, Jewishness, language, occupation — 
age, and strength affected the chances of survival. However, she does 
not observe the impact of the greater likelihood of death on Jewish 
prisoners on their morale, concentrating on the Polish prisoners who 
were sustained both by widespread identification with them and food 
sent by other Poles. 
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Survival in Auschwitz demanded making friends and connections, 
cutting out superfluous work, and using one’s skills or cunning to be 
useful to the SS overseers in order to get a better assignment: the 
prisoners thus had to accommodate to a role in operating the system 
— but this did not necessarily mean collaboration or abuse of other 
prisoners. As might be expected, there was a struggle between categories 
of prisoners to maximize their control; the general strategy was to rescue 
one’s own kin or kind (familial, ethnic, political) — an almost inevitable 
response to scarcity. 

She asserts that there was a continuity of value systems sustaining 
Poles in Auschwitz, with norms adapted to respond to the situation. One 
example of such adaptation is the redefinition of the norm against theft; 
this meant not to steal from a living prisoner — taking stuff from the 
SS storehouse was the rule. But as hunger advanced, prisoners in the 
throes of starvation stole bread, filching openly without any ability to 
stop themselves. Sharing was restricted to small groups — friends, family 
and pairs. 


Every norm constituting a product of culture was rendered dysfunctional. In 
the conditions of the concentration camp, each of the Ten Commandments 
required fundamental reinterpretation....'Love your neighbor as yourself" 
would have required the attitude of an early Christian martyr. In the 
language of a prisoner battling for his values it sounded like ‘Do not harm 
your neighbor and, if at all possible, save him.’ He who passed through 
Auschwitz practicing that one rule salvaged the highest values....(141) But 
who was a ‘neighbor’? How did a person with a chance of saving someone 
apply that norm to a crowd of neighbors needing to be saved? (144) 


Memoirs of other prisoners generally confirm her representation. 
Pawelczynska’s cool reason and naturalism afford us an opportunity to 
reflect on the criteria of post-situational ethical judgments of survivor’s 
behavior. Primo Levi, the most unsparing, sceptical and reasoned of 
survivors, gives us a more rueful and less accepting account of such 
decisions (1959; 1989: 38, 75-83). 

There are many psychological studies on the effects of concentration 
camp experience on survivors and their children (Dimsdale 1980) but 
few on the sociological conditions of survival. Luchterhand’s longitu- 
dinal studies of survivors interviewed in 1950 and 1970 (1967, 1974, 
1980) support the observations of Pawelczynska: there was a prisoner 
norm of not stealing from each other; the basic unit of bonding was the 
pair and sharing was the norm in the pair . His careful methodology and 
theory-driven comparisons enable him to unmask some of the early poor 
premature judgments made by sociologists (1964) and to differentiate 
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the many causes of survivor stress, including organic impairment which 
is usually overlooked by observers who remark on survivor guilt 
(1970). He concludes that there is no confirmation for Bettelheim’s 
generalizations about prisoners’ behavior (1964, 224; 1980, 260—268). 


The Judenrat Question ^ 


A singular innovation of the Holocaust distinguishing it from other 
genocides is the initiation and use of Jewish councils (Judenráte) to 
organize the Jews in ghettoes and communities by German authorities, 
conveying the orders of those authorities, prior to their destruction. Per- 
haps the best-known thesis about Jewish victims is that of Arendt; she 
proposed that Jewish leadership cooperation with the Nazis increased 
Jewish victimization (1963: 104, 111). This led to much angry invec- 
tive deprecating her tone and conclusions — but little substantive and 
systematic analysis (excepting Robinson 1965 which was limited to 
Arendt’s factual .errors). Several valuable reviews of archival data 
appeared since then (principally YIVO 1967 and Trunk 1972) with 
differing conclusions but they did not test Arendt's thesis about the 
causal link between the extent of Jewish leaders' cooperation and 
Jewish victimization. Paradoxically, Arendt's proposition has sustained 
its place in the popular wisdom as a finding rather than a two-paragraph 
hypothesis. 

In Accounting for Genocide, I explicated and tested this thesis, which 
also involved a mistaken generalization about native collaboration and 
resistance and Jewish responses (Ch. 5). My principal finding was that 
state cooperation, leading to Jewish isolation, was the most immediate 
cause of the degree of Jewish victimization. ‘Judenrat accommodation 
does not generally account for the Jews’ isolation, but Jewish isolation 
accounts for Jewish leaders’ accommodation. Resistance and non- 
cooperation were common among the initial leadership of Judenrdte 
but the leadership was continually sifted [resigned, replaced, killed] to 
adopt the tool for its intended purpose' (Fein 1979b, 141). There were 
some instances discussed in which Judenráte actually did increase Jews’ 
victimization; I examine how and when Jewish communities accorded 
legitimacy to their leaders. In general, the behavior of Jewish leadership 
and Jewish collective behavior is better explained by the help Jews 
received from national leaders and other citizens — and the help they 
could expect — than by either Jewish historical experience,- -national 
character or individuals’ courage or complicity. pics we. 
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Bystanders: Helpers, Rescuers and Social Defense 


Genocides also present different opportunities for social defense which 
can be used to probe and extend our theories of altruism, ‘prosocial’ 
or helping behavior (Staub 1978-79). How Jews who evaded seizure 
survived in hiding- by passing as Christians and with the help of 
Christians is a question that has led to notable studies by Tec (1984, 
1986) and Oliner and Oliner (1988); besides these, there are many 
fascinating literary and first-person narratives to be found in Holocaust 
bibliographies and bibliographies and narratives of other genocides (e.g. 
see Chaliand and Ternon on the Armenian genocide [1983, 116]) which 
other researchers could analyze which are not reviewed herein. 

Few studies focus on the victims helped. Tec’s first study (1984), 
based on statistical analysis of a sample. of survivors, asked whether 
the gender of the victim affected Poles helping Polish Jews. There 
were about the same number of men and women in Tec's study of 308 
Polish Jewish survivors. No significant difference was found between 
their helpers’ readiness to take risks for Jewish men and women or 
their helpers’ perception of the risk, despite the fact that circumcised 
Jewish men — and virtually all circumcised men in Poland then were 
Jewish — could be immediately detected if inspected. However, one can 
not conclude, Tec admits, that gender had no effect on Jews’ chances 
of survival, for we do not know how many male and female Jews went 
into hiding (Tec 1984: 113-114; 120). 

- Until recently, the few extant studies of rescuers were predominantly 
psychological, putting the action in the context of belief or idiographic 
motives, and samples were nonexistent or haphazardly collected. Tec’s 
study of Polish rescuers (1986) gracefully and unobtrusively integrates 
sophisticated sociological methodology with open-ended interviews, 
allowing their stories to unfold in their own words while posing ques- 
tions derived from the literature on altruism and that of the Holocaust. 
The helpers are notable for acting in a climate of extreme threat, a 
product not only of the death penalty inflicted by the Germans (for a 
variety of offenses besides helping Jews) but of the hostility of Poles to 
the Jews which made it more likely the rescuers would be turned in by 
other Poles. 

Not surprisingly, Tec concludes the rescuers were ‘autonomous 
altruists,’ inspired by principle, compassion, and the realization their 

‘acts stood between the rescued and death. Most did not calculate the 
Ux ‘potential cost of their act and most denied special risk. This calls into 
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question the adequacy of a theory of emergency intervention based on 
a ‘cost-benefit framework’ or calculation of risk and reward (Piliavin et 
al, 1981). 

Oliner and Oliner inquire how rescuers differ from non-rescuers or 
bystanders, sampling over 400 rescuers from several states in Europe 
who are compared with a matched sample of non-rescuers from the same 
countries, based on age, sex, education, and geographic location during 
the war (1988). The Oliners probe the notion of a childhood genesis of 
an ‘altruistic personality’ which is conceived, developmentally, as the 
antithesis of The Authoritarian Personality (Adorno et al 1950). 

The preexisting characteristics and family background are related 
to post-rescue behaviors, beliefs, and perceptions to come up with a 
27- variable stew stirred by factor-analysis. Rescuers are discriminated 
from non-rescuers by a dominant orientation of ‘extensiveness’: simply 
put, rescuers just did not view Jews as the Other. 

While this is intuitively appealing, it is not convincing for several 
reasons. Firstly, their predictive factor includes behaviors after the fact 
predicted; secondly, both rescuers and non-rescuers report a variety of 
childhood experiences. Lastly, the Oliners distinguish four paths to or 
origins of extensivity, three of which do not imply distinct personality 
dynamics: 1) strong family attachments; 2) Jewish friends; 3) broad 
social commitments; and 4) egalitarianism. 

The Oliners categorize all rescuers together without taking account 
in analysis of the impact of the context of rescue, the extent of risk, the 
network of support and normative climate in different states. Thus, ‘the 
Holocaust’ is an undifferentiated backdrop. 

However, the Oliners’ account is a major contribution to the literature 
on altruism or prosocial behavior. It is also uncommonly good reading 
for social-scientific research, subordinating theory to the actors’ rec- 
ollections; written for a popular audience, it cites the rescuers’ stories ` 
extensively and relegates method and tables to appendices. 

One major limitation of the developing interest in rescuers of Jews 
is that in virtually. all cases the individual alone is the unit of analysis. 
In Accounting for Genocide, I showed how social defense movements 
emerged, were related to native leadership and pre-existing attitudes 
toward Jews, and what a substantial impact they had on Jews’ survival 
(1979, Ch. 6). Most popular authors and social scientists appear to view 
all rescuers as social deviants. They certainly were deviant in Poland, 
but in Denmark — and some other states and communities — helping was 
the norm. 

Unfortunately, these siiis “have led to few others, although there are 
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many institutionalized and semi-spontanteous activities in which people 
help others who are unable or unlikely to reciprocate: refugee relief, 
famine and development aid, disaster relief. J attempted to sketch a 
theory of collective altruism, why groups help persons outside their 
borders to whom they owe no conventional obligations, in a study 
of congregations which sponsored Indochinese refugees in the US, 
1979-1981 (1987). This drew on previous studies of helping states and 
communities during the Holocaust, on comparison between responses to 
the Jewish refugee crisis of 1938-40 and the Indochinese refugee crisis 
of 1978-80, and on the social-psychological literature on individual 
altruism and: helping behavior. Data was derived from interviews of 
sponsorship leaders and my experience as a participant-observer in 
the sponsorship campaign. Three prerequisite conditions included: 1) 
recognition of the victims as innocent victims within the universe of 
obligation; 2) acknowledgment of responsibility and mobilization by 
group leaders and 3) organization. The first thesis was reinforced by an 
unexpected natural test situation when the same groups who sponsored 
Indochinese refugees refused (during the same year) to sponsor Cuban 
refugees. Sponsor-leaders expressed their belief that the Cubans were 
not innocent victims; the Cubans had been stigmatized by Castro and 
by the media as misfits, mentally ill, criminal, homosexuals, rioters and 
‘scum! (Fein 1987b, 129-130). 

The question of who is responsible for reacting to putative victims of 
genocide and how people can be mobilized for prevention is discussed 
in Part 5. `’ : 


Perpetrators: Social Theories and Genocidal Performances 


For many years, historians and sociologists have shown the central and 
critical role of antisemitism in recruiting Nazi followers and making 
others indifferent to the violation of the rights of the Jews (reviewed in 
Fein 1987c); especially notable are the accounts of Nazi party members 
analyzed by Abel (1938) and reanalyzed by Merkl (1975). One central 
sociological question has been the class background of Nazi party 
members and followers. Yet this has not proved a productive line of 
explanation. Notable among class-centered analysis is the rigorous work 
of Hamilton (1982) which disconfirms the previous taken-for-granted 
wisdom that the lower-middle-class is responsible for Hitler’s support. 
But the program of annihilation was based not on antisemitism and 
racism alone but on the preexisting scientific assumptions of the era in 
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many disciplines. This is an opening for the agenda of the sociology of 
knowledge: to show how social theories determine or influence social 
practice. Such theories guide critical institutions — the universities, 
scientific institutes, state bureaucracies. 

The role of experts — doctors, lawyers, civil servants — and intellec- 
tuals (if we equate professors with such) in advancing and legitimating: 
the Nazi program has been studied by Friedlander and Milton (1980) 
and Weinreich (1946). They showed how much these professions 
cooperated in different phases of discrimination, expropriation, and 
murder. Both Gould (1980) and Chorover (1989) have shown how 
the notion of racial inferiority and multi-species origin of the races 
of man led to scientifically self-confirming racism and justifications 
for discrimination and genocide. How professionals and intellectuals 
propagated the specific sociobiologic and eugenic conceptions that 
justified the Nazi genocides has been amply documented by Lifton 
(1986), Proctor (1988) and Muller-Hill (1988; German original text in 
1984). Lifton (previously discussed) traced the role of Nazi doctors in 
selection and extermination. Although there is much overlap in the latter 
three (indicated by publication dates), I will try to stress the distinctive 
contribution of each. Proctor includes Muller-Hill's work in his citations 
but omits Lifton's.contribution; Lifton omits Muller-Hill. 

There was a direct ideological and organizational link between the 
Hitler order in 1939 authorizing the killing of the retarded and defective 
children and arteriosclerotic and mentally ill elders in German institu- 
tions (mislabelled 'euthanasia"), the Lebensborn program (kidnapping 
children of ‘Aryan’ appearance in-Poland and inducing Aryans to propa- 
gate) and the Final Solution. The notions of eugenics which justified 
state intervention in reproductive policies — begun on a wide scale in 
Germany in 1933.— were articulated and held in common by scientists 
in Europe and North America: indeed, the US was viewed by German 
scientists as a pioneer in eugenically motivated sterilization. What was 
distinctive about German practice after: 1933 was the integration of 
antisemitism and the extension of the state's right to prohibit breeding 
(principally by sterilization) to the state's right to select who would live 
and who would die in 1939. 

To be sure, North American racism also integrated antisemitism 
although such scientific-racism did not stigmatize the Jews as diabolic — 
in contrast to thé Protocols of the Elders of Zion and Nazi anti-semitism 
(Cohn 1967). Gould tells us how US army psychologists during World 
War I ‘proved’ their preconception through the I.Q. tests they admin- 
istered; East European Jews were found to be inferior intellectually 
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and their increase was said to lead to the decline of intelligence in 
the US (Gould 1982: 225, 231). This was then used as an argument 
for restrictive emigration. 

Both Proctor and Lifton show the high personal and intellectual 
participation of the German medical community, summed up by the 
proposition that ‘National Socialism is nothing but applied biology.’ 
Lifton focuses on the psychology of participation (drawing on the 
recollections of the Auschwitz doctors and others ) while Proctor 
focuses on the politics and ideology of science, using the German 
medical journals of the 1930’s and 1940’s as a source. 

Ideology may mask or be reinforced by interests. Proctor shows that 
about half of all eligible (i.e. non-Jewish) German physicians ultimately 
joined the Nazi Party and the likelihood of joining was strongly related 
to age; younger doctors who were at a better age to advance were 
more apt to join (1988, 65-70). Muller-Hill similarly notes how many 
professionals benefitted from the exclusion of Jews (1988, 75). 


Why did physicians join the Nazi party in such numbers? Professional 
opportunism certainly played a role: many reasoned that by driving 
out the Jews, jobs could be created for non-Jewish physicians — an 
important motive, given the overcrowding and financial stress suffered by 
the profession in the years before the rise of the Nazis (Proctor 1988, 69). 


By contrast, Lifton deals with the question of the German doctors’ 
motives for joining the Nazi party summarily, implying that ideological 
beliefs alone moved them (1986, 33-34). 

Proctor stresses that Nazi medical ideology, assuming the hereditary 
nature not just of racial diversity but of all tendencies, prescribed 
biological solutions for most problems: nature, in their eyes, not nurture 
determined social facts and nature could only be changed biologically. 

Muller-Hill, a German geneticist, shows the contribution of German 
geneticists, biologists, psychiatrists and anthropologists in Murderous 
Science (1988, 1984). Besides journals and archival sources, Muller-Hill 
draws on interviews with some of the participants. These were not tape- 
recorded (to preserve the respondents' spontaneity) and the interviewees 
were allowed to alter the author's record of the conversation. Readers 
concerned with learning of the effects of such a process will want to 
compare his accounts to those of Lifton. 

This book is notable for the author's concern with the continuity of 
German science, the dehumanizing assumptions of many scientists, and 
the scientific community's refusal to accept responsibility for their role 
between 1933-1945: 
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The subjects [at the renamed ‘anthropological institute] had not changed: 
‘Investigations of somatic and mental development in-offspring of European- 
Negro matings.’ Professor Abel’s old results were approvingly cited. 

The article ends with the ominous sentence: ‘There can be no doubt that 
these children are dominated by their sexual urges and that certainly presents 
some dangers.’ They were right back where they had started from in 1932’ 
(Muller-Hill 1988, 84). 


. Those concerned with specifically understanding why and how Nazi 
extermination happened and the role of German professionals will want 
to read Muller-Hill’s last chapter, addressing nine questions, particularly 
his cautious and troubling answer to the sixth: ‘Could National Social- 
ism happen again in Germany or anywhere else’ (98-99). The book also 
contains a useful chronology: ‘A German chronicle of the identification, 
proscription, and extermination of those who were different’ (7-21). 

One must conclude that social — and especially biosocial — theories do 
matter, especially when they become the dominant ideology of totalitar- 
ian parties in power. When such a party monopolizes all incentives and 
conformity means getting rid of. previous competitors and rising in their 
place, professional ethics proved to be no inhibition. 


The Armenian Genocide and Some Comparisons 


Although the Armenian genocide was the first modern premeditated 
genocide and the massacres were widely recognized at the time (1915) 
as a governmental mass murder initiated by the government of the Otto- 
man Empire, recognition was effectively suppressed within a decade 
as the western Allies hastened to form an alliance with the new state 
of Turkey, led by Ataturk.: For description of sources and bibliogra- 
phy on the Armenian deportations and massacres, the reader should 
see. Hovannisian (980, in Charny 1988); the works cited also offer 
summaries. 

"There have been many comparisons of the Armenian genocide with 
the Holocaust for several reasons. Firstly, both were conceived as ideo- 
logical genocides. ‘Second, there are direct influences among German 
officers who were’ witnesses — and sometimes bystanders — in. 1915. 
Because the Ottoman Empire was an ally of Germany in World’ War 
I, Germany was accused of instigating the massacres: this was not the 
case but Germany waited some time before trying, ineffectually, to stop 
them (Ulrich 1968). Third, the failure of the international community 
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to try the perpetrators of the genocide and to provide restitution to the 
Armenians had a direct impact on Hitler’s consciousness of what crimes 
a state could gét away with (Lochner 1942, 2; Bardakjian 1985). 

The first attempts at comparison were those of Dadrian (1974, 1975). 
These were heavily laced with a variety of hypotheses purportedly drawn 
from competing social theories — frustration-aggression theory, symbolic 
interactionalism, structural-functionalism, victimology — which encum- 
bered a clear line of analysis and added rather dubious assumptions: 
perpetrators were also victims; political and economic status produce 
tensions if they do not coincide. Dadrian’s most often noted contribution 
to genocide studies is his initial typology (see Table 1) which has been 
modified by others who reject Dadrian’s assumption that genocide can be 
a ‘latent function’ or unintended consequence (previously discussed). 

Dadrian’s recent fine-grained historical studies of the Armenian 
genocide largely go beyond his early theories and compare similar 
phenomena inductively. His study of the contribution of Turkish doctors 
to the murder of Armenians (1986) enlarges our knowledge of that 
genocide and compliments studies of the role of German doctors in the 
murder of Jews, Gypsies, and defective ‘Aryans.’ Some Turkish doctors 
were involved in the organization of the killing and led killing units, 
disregarding their Hippocratic oath. Others used their medical skills to 
kill: officials of the regime poisoned Armenian children in hospitals and 
killed them in experiments using live vaccine; certain opthamologists 
blinded and distorted the eyes of their Armenian patients. There is no 
evidence of a prior ‘biomedical vision’ (Lifton 1986) or the totalistic 
organization of Turkish doctors to-assist the government. 

His study of ‘convergent aspects of the Armenian and Jewish cases 
of genocide’ (Dadrian 1986) focuses on the parallel self-conceptions of 
both groups as unique, the persistence of communal self-identification 
because of persecution, similar historic roles both groups played, and 
the conviction of some survivors that comparison involves denial of 
‘the ultimate reality of their torment. Unfortunately, Dadrian tends in 
drawing parallels to flatten distinctive features of both genocides by 
pointing at any similar act (regardless of the prevalence or context 
of its use arid institutionalization) and to 'deny the vocabulary of 
motives of the perpetrators. Thus, in refuting Bauer's observations 
(1984, 1988) that there are distinctions between the Holocaust and the 
. Armenian genocide, Dadrian overlooks the fact the Holocaust was a 
` transnational genocide, implemented bureaucratically through occupied 
Europe, and seems to deny any motive for murder: ‘The lethal violence 
of the Holocaust proved to be an afterthought...'(158). There should be 
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some documentation to back this very disputable thesis (related to the 
debate on the origin of the Final Solution) but there is none. 

Dadrian’s most recent contribution tq genocide studies relates’ the 
Armenian experiences to national and international law (1989). It is a 
valuable compilation of the extensive documentation of the genocide in 
Turkish post-war trials and British Foreign Office files and an analysis 
of the failure of relying on domestic law (in the state of the perpetrator) 
for punishment, the self-inflicted impotence of the international commu- 
nity when allies disagree and new goals and national interests displace 
the interest in justice, the consequences of not sanctioning genocide, and 
the paradoxical consequences of rhetorical intervention for human rights 
without any sanctions: this rendered the Armenians a prime target. 

The distinctive impact of the Armenian genocide on the survivors is 
not only due to its intrinsic horrors but to the failure of the perpetra- 
tors’ successor-state to acknowledge the genocide, express contrition 
and offer any restitution. Important world powers which officially 
attested to the genocide have waffled since: e.g. a resolution before 
the US Congress to institute an official day of remembrance has 
failed for several years, largely due to lobbying by Turkey which 
relies both on reminding US representatives of their need for Turkey 
"in NATO and relabelling the massacres as a civil war, communal 
conflict or self-defense. Hovannisian (1986), Guroian (1986), Dobkin 
(1986), and R. Smith (1989) examine patterns of denial at differ- 
ent times: this should offer rich sources for sociologists to address 
the question of collective denial and state revision of history. Miller 
and Miller (1986) and Boyajian and Grigorian (1986) examine the 
psychosocial impact of the genocide on survivors (drawn from the 
American diaspora): it lives. 

Several social scientists have proposed explanations of both the 
Armenian genocide and the Holocaust (Fein 1979b; Melson 1986; 
Dekmajian 1986; Mazian 1990), using these as cases to derive grounded 
theory. 

I proposed an explanation of both the Armenian genocide and the 
Holocaust as emerging from the latent implications of the political 
formula adopted by a new elite in a state in decline, a formula 
legitimating the raison d’etat of the state as the vehicle for the des- 
tiny of the dominant group from which the victim is excluded by 
definition (Fein 1979b, Ch. 1). The theory inferred predisposing and 
facilitating conditions which were specified in both cases but aban- 
doned the notion of a specific trigger or precipitant. These condi- 
tions are: 


72 Genocide: a Sociological Perspective 


1. The victims have previously been defined outside of the universe of 
obligation of the dominant group. (This is a necessary but not sufficient 
condition for the third step.) 

2. The rank of the state has been reduced by defeat in war and/or internal 
strife. (This is a predisposing condition toward a political or cultural 
crisis of national identity in which the third step becomes more likely 
to occur....) 

3. An elite that adapts a new political formula to justify the nation’s 
domination and/or expansion, idealizing the singular rights of the . 
dominant group, rises to power.... 

4. The calculus of costs of exterminating the victim...changes as the 
perpetrators instigate or join a (temporarily) successful coalition at 
war.... The calculus changes for two reasons: the crime planned by 
the perpetrators becomes less visible and they no longer have to fear 
sanctions (Fein 1979, 9). 


This was exemplified in both genocides. In the Armenian case, one can 
show these correspondingly numbered states, processes, and events: 1) 
the exclusion of non-Muslims from the Islamic universe of obligation 
and their legal and social inferiority in the Ottoman Empire; 2) the 
decline of the Empire, shrinking gradually since the 17th century, in 
territory and population which were rapidly and steeply reduced by 
military defeats in the 20th century; 3) the rise of the Young Turks 
(coming to power in 1908) and their adaption of Pan-Turanian ideology 
as a new basis for legitimation of their right to domination; and 4) the 
alliance of Turkey with Germany and the Central Powers in World 
War I which rendered Turkey immune to protests and sanctions of the 
western Allies, diminishing the visibility of the Armenians and giving 
the Turks the opportunity to repudiate treaties with Russia and other 
allies (especially the 1913 treaty) which protected the Armenians. 

In the case of Germany, the corresponding conditions are: 1) the 
pre-existent exclusion of the Jews from the Christian universe of 
obligation over two millenia by the dominant church which defined 
them as deicides and stigmatized them; 2) the German defeat in 
World War I, the conditions of peace, and the decline in the rank 
and prestige of the German state; 3) the rise of the Nazi Party, which, 
from the beginning, defined the Jews as alien, and Hitler's conception 
of them as non-human; and 4) the decline in the visibility of the Jews, 
German motives to protect them for instrumental reasons and their 
accountability for them as World War II increased the number of Jews 
under German rule and led to the redefinition of the Final Solution from 
that of expulsion to that of the annihilation of the Jews (both of which 
presume the end is their elimination). 

Nowhere do I assume that Hitler needed or used the Final Solution 
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to legitimate his rule in 1939/41 as Baum (1981) asserts repeatedly, 
misconstruing and never citing, but repeatedly referring to ‘Fein’s 
legitimation thesis’ (compare Baum 1981, 45 and Fein 1979b, 8). 
Hitler needed an ideology to legitimate the right of the state as agent 
of the volk — the community based on the Aryan ideal-type — to exist 
and to expand. in order to attain power in 1933. Baum develops the thesis 
that the extermination.of the Jews was meaningless action, denying 
the self-proclaimed motives of its perpetrators. The tolerance for such 
action is explained by the lack of. value consensus (attributed to status 
inconsistency) of German elites, employing a highly extended train of 
reductionism and regression. 

Mazian (1990) — whose general theory was discussed in Part 3 — 
cite some similar preconditions as Fein (1979b). Both Armenians and 
German Jews were defined as outsiders; both the Ottoman Empire and 
Germany had lost territory and experienced internal political strife; 
and in both cases the apparatus of the state was taken over by a 
*powerful leadership with territorial ambitions forming a monolithic 
and exclusionary party.' Mazian views the victims' lack of a state of 
their own as an absence of an agency of social control which might 
check the genocidal state. Religious institutions are also agents of social 
control which might check the genocide in German occupied countries. 
The Islamic institutions utterly failed to check the Turkish genocide. 

Some critics of such comparison deny the similarities between the 
annihilation of the Jews by Nazi Germany and of the Armenians by 
the Turks principally by emphasizing the difference between the prior 
interaction-of the Armenians and Turks with that of Jews and Germans. 
For example, Dawidowicz, (in a symposium on the uniqueness of the 
Holocaust) asserts: 


The Turks murdered the Armenians because the Armenians committed 
political acts and engaged in military strategems which threatened Turkish 
hegemony....the Turks had a rational reason for murdering the Armenians. 
That murder was a means to an end. The Germans, however, had no rational 
reason for murdering the Jews....Forthe Third Reich the murder of the 
European Jews was not the means to an end, but the end itself (Dawidowicz 
in Papazian, 1984). 


This raises many questions both about notions of rationality and of 
conflict. Dawidowicz's first assumption is simply wrong (see follow- 
ing discussion: of Melson) Were it correct it would simply imply 
that the Turkish genocide. was a retributive genocide, not that there 
.was no genocide. Second, Dawidowicz ignores the existence of sub- 
stantive rationality which is guided by an 'ethic of ultimate ends' 
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(Weber 1946, 120) when the ends are evil as were those of the 
Nazis. Her limited concept of rationality prevents her from seeing 
how ultimate ends — the good of the Turks or Aryans — condition 
both perceptions of threat and the legitimacy of the means used against 
it. She ignores the extent to which the perception of threat is often 
a construction of the perpetrator through psychological mechanisms 
— selective generalizations, denial, displacement, and projection of 
blame — and ideological elaboration. If one accepts that the Nazis 
conceived of the Jews as a threat (so well documented by Dawidowicz 
[1975] from Hitler’s speeches and writing) one. must also consider the 
evidence showing how the Young Turks’ perception of the Arme- 
nians as a threat was the construction of their definition of. Turkic 
identity. 

Robert Melson examines the question of Armenian provocation in an 
arresting essay in which he concludes with a comparison of the massacre 
of the Armenians to the Holocaust (1986). Melson observes that there 
was no parallelism between the intentions, organization, and control of 
forces of Armenians and Turks: 


The truth of the matter is that the Armenians were not united under a 
single agency, even under a single political party, and tlay certainly 
did not have an army or à police force either to conquer the Turks 
or to defend themselves. Beyond an assumption of equality of power, 
the 'two-nations-same-land' argument assumes that Armenian. national 
sentiment was somebow symmetric or equivalent to Turkish national 
sentiment (1986, 68). ` 


Melson concludes that it was the ideological transformation of the 
Young Turks, their rejection of the concept of a multi-national empire 
and embrace of an integral nationalism known as pan-Turkism or 
pan-Turanianism, which accounted for their decision to eliminate the 
Armenians. 

After discarding the provocation thesis, Melson discriminates four 
factors which preceded both the Armenian and Jewish genocides as 
preconditions: 1) they were both communal minorities defined as 
unequal and persecuted; 2) both minorities modernized earlier and their 
relative success (compared to the dominant group) created ‘tensions’ 
with elements of the dominant majority; 3) ‘ the victimized group 
comes to be identified, either geographically or ideologically, with 
the enemies of the larger society and state’; [4] Fourth, ‘the larger 
society and the state experience a series of significant military and 
political disasters which undermine their security and worldview’ (1986, 
79-80). 
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Melson’s second condition is distinctive. It seems to me to be a like- 
ness rather than a precondition and is superfluous and over-generalized 
(see discussion of Middleman Minorities in Part 3). Other theories which 
address the question of when MM’s are endangered focus on the extent 
of competition between majority and minority, the social mobilization of 
lower strata of the majority group, and the pre-existence of an ideology 
(such as antisemitism) demonizing the minority (Fein 1987 a, Part 3). 

Dekmajian, comparing both the Armenian case and the Holocaust, 
suggests that the pathology of the elites is another critical variable in 
both cases (1986). Dekmajian proposes that the crucial catalyst leading 
toward genocide — acknowledging other factors previously cited — i 
a pathological elite which strives to resolve its own identity crises 
stemming from the social marginality of its leaders. Such leaders 
embrace a new identity offered by radical ideologies which project 
blame for personal and national failures on scapegoats. He observes how 
many Young Turk ideologists and leaders involved in the massacres 
were of non-Turkish ethnic origin and how many Nazi leaders were 
Volksdeutsche born iri peripheral areas in and outside Germany. Other 
criteria of marginality he uses are not well defined nor is their prevalence 
among leaders compared with their prevalence among the population 
at that time: personal failure, deprivation, ‘declasse elements.’ The 
extensive studies of Nazi Party members and leaders (Kater 1983; 
Childers 1983; Abel 1938; Merkl 1975) are not drawn on to probe 
whether Nazi Party members did systematically differ as RARES 
from other Germans. 

Dekmajian’s proposition regarding the role of pathiólorical elites 

deserves further examination; one could compare pre-genocidal situa- 
tions where all the other necessary conditions specified exist but leaders, 
do not elect a genocidal solution. with those in. which they do. To 
date, researchers analyzing psychological protocols of Nazi. leaders 
imprisoned after 1945 (previously discussed in Part 3) did not agree 
that these were pathological individuals when such studies were based 
on blind appraisals: i.e. psychologists not knowing the subjects, not 
prejudiced by their deeds. There are no comparable studies of Turkish 
leaders who planned the massacres. 
. This brief review of some comparisons of the origin idi the Final Solu- 
tion and the Armenian massacres shows both the extent of agreement on 
underlying causes and the variety of other factors which may be adduced 
as contributing, predisposing or necessary causes. Given the diversity 
of focus and the tangled web of the phenomena, this variety is not as 
surprising as the degree of concurrence. 
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Soviet and Communist Genocides and ‘Democide’ 


Within the last decade, there have been notable advances in scholarship 
on genocides and mass state killings — sometimes termed politicide or 
state terror — in the Soviet Union and Cambodia; much remains to be 
learned about the People's Republic of China and other communist 
states. Although in theory, Marxism does not justify elimination .of 
national, ethnic or racial groups — as did Nazism — Marxist-Leninist 
states have achieved a horrendous record of justifying state murder by 
, labelling groups as enemies of the people. 

Rummel provides the most comprehensive estimate of the total 
number of victims of *democide' — genocide, mass terror, slave labor, 
and deportations — in the Soviet Union between 1917—1987: he estimates 
61,911,000 total victims (1990), documenting the sources for each 
périod, canvassing previous sources and explicating his methods of 
estimation carefully and consistently. Undoubtedly, this will be care- 
fully criticized by Sovietologists who are familiar with the original 
sources (which this writer is not). 

‘Rummel relates the motor of mass murder to ‘utopianism empow- 
ered', observing that only such totalistic ideology — explicit in Marxism 
— provides sufficient justification for long-range murder, continually 
purging segments of the population. His study provides many examples 
of the extent of dehumanization of the victims — the bourgeoisie, the 
kulaks, specific ethnic minorities — by Soviet officials and ideologists. 
"Although this is a notable accomplishment — no other work has this 

` fange ~ it is flawed by not analyzing the social psychology, process 
and perpetrators of such murders and how atomized totalitarian societies 
preserve their power. However, Rummel’s concept of ‘utopianism’ is 
similar to that of Cohn (1970) — discussed in Part 3 — and would be 
énriched by his theory. 
' Soviet studies illustrate the Bpod and dilemmas of definitions 
of genocide; for victims of both terror and genocide are often victims 
of the same states and organizations. Rummel includes murders of 
people because of their social class as genocide, but does not break 
. down the toll from genócide from the larger toll of democide because 
of the -difficulty of discriminating the intent and range of victims in 
many cases. Letgers (1984) argues for the inclusion of class victims 
such as the kulaks as victims of genocide but argues against including 
political groups in the definition of genocide. Given the dimensions of 
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both genocide and terror in the Soviet Union, it is unlikely we can sort 
these issues out before much more research has been done. 

The best documented genocide in the USSR is Stalin's engineered 
famine which decimated the Ukrainians in 1933, purportedly to quash 
Ukrainian nationalism and any movement toward cultural autonomy 
(Commission on the Ukraine Famine 1988; Conquest 1986, 1984; Mace 
1984). Conquest (1986) indicts Stalin for both the massacre of the 
kulaks — an arbitrary administratively labelled class — and the Ukrainian . 
peasants.: Previously, Conquest made a prime facie case for genocide 
' during the deportation of whole peoples during and after World War 
II amidst conditions causing almost half to die (Conquest 1970; see 
also Nekrich 1978). For an extended bibliography on these and other 
possible cases, see Mace (1988) and Rummel (1990). Although there is 
little social-science analysis in these cases, there is extensive material for 
future analysis. As Soviet archives are opened.and independent scholars 
gain access to new sources, we can expect more critical scholarship in 
this area. "M E 

Solzhenitsyn gives us the best analysis of the anatomy and -social 
impact of the camps of the Gulag Archipelago 1918—1956 (1974—1978): 
how they atomized the victims and bystanders, instilling servitude, 
squealing and betrayal, corruption and opportunism, universal [plural- 
istic] ignorance, cruelty and lies (Solzhenitsyn 1975 Vol. 2: 633—653). 

Few observers credited the direct impact of Marxism in legitimating 
genocide — as distinct from terror — until the extensive toll of victims 
of the Khmer Rouge (1975-79) — perhaps ‘one-third of the people 
in Cambodia — was disclosed after 1979. I rely on the review of 
this literature by Hawk (1988b) who has extensively documented the 
existence, demography, and means of genocide (Hannum and. Hawk 

1986). The ideology of the Khmer Rouge led them to literally try to 
eliminate the bourgeoisie and purify the Khmer of foreign influences — 
the educated, the urban — and purge the minorities and Bhuddist clergy. 
‘The Cambodian Documentation Commission has also made.a strong 
case that the destruction of the Khmer majority was genocide, within 
the definition of the UNGC (Hannum and Hawk 1986, 52-128). 

The means of transformation and genocide included sociological 
dissolution (of groups and of the family), killing, torture, induced 
starvation and disease (left untreated because the doctors had been 
killed). What is sociologically significant about the genocide of the 
Khmer by the Khmer Rouge is how the KR divided the Khmer into 
classes by labelling, discriminating who might live and who could 
be destroyed: people with ‘full rights,’ ‘candidates’ for full rights, 
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‘depositees’ (without rights); old people (with the KR before 1975) 
and new people; the people and enemies of the people (Hannum 
and Hawk 1986: 23-24, 65-66). Those who were to be eliminated 
were stigmatized as sub-human, excluding them from the perpetrator’s 
universe of obligation as effectively as any pre-existing division of 
religion or race. Torturers dehumanized their victims by labelling them 
with the terms of animals; one written report by a torturer consistently 
refers to ‘bitches’ (Hannum and Hawk 1986: 66, 95). Where people 
were transferred, the KR sometimes used physical signs — blue and 
green scarves — to distinguish the victims to be killed in much the same 
way the Germans used the yellow star (Kiernan 1988). 

There is a literature of denial of the Marxist origins of the KR 
genocide — indeed of its existence — among some critics of US policy 
in Indochina written between 1975 and 1979 and a denial by Vickery 
(1984) that Marxist theory explains the KR genocide. Hawk sums these 
works up objectively and notes: ‘Curiously, perhaps coincidentally, 
there is a connection and overlap between the deniers of the Holocaust 
and obfuscators of the Cambodian genocide’ (1988, 151). The liaison 
between radical critics of western imperialism and deniers was marked 
in the Faurison case (when Noam Chomsky allowed a piece he had 
written to be used as an introduction for a work denying the Final 
Solution occurred) and in the (1987) defense of Klaus Barbie. In the 
latter trial, Barbie’s counsel, Jacques Vergés, equated the Nazi genocide 
with US and French crimes of war in Vietnam and Algeria (Binder 
1989), Vidal-Naquet observes: ‘The central purpose is perfectly clear: to 
break the antifascist consensus on the war that was formed by the news 
of the extermination of the Jews. The far-left approach is to play down 
the importance of Nazi crimes and to play up instead the guilt of the 
West and the Communist world....So it is a matter of switching enemies’ 
(1989, 314). Or perhaps only the European Communist world. 


5 


CONTEXTUAL AND COMPARATIVE STUDIES II: 
OTHER GENOCIDES 


Ethnocide, Genocide and Mass Death of Indigenous 
Peoples . 


Many authors have observed the decimation of native peoples in the 
new continents and states settled by Europeans: North and South 
America, Australia and New Zealand, South Africa. The literature is 
very diverse: Kuper in Charny (1988) and Chalk and Jonassohn (1990) 
cite bibliography. 

Demographic studies seldom disentangle the relative importance 
and interaction of the causes of such decline: 1) diseases imported 
by settlers to which the local population lacked immunity, 2) land 
usurpation and destruction of the indigenous economy, 3) deculturation 
and demoralization of the indigenes and alcoholism, 4) wars and 5) 
slaughter by the colonists. Today we are apt to label the second and third 
causes as ethnocide and the fifth as genocide. But some would construe 
genocide more widely and others much more narrowly in these cases. 

Barta (1987), exploring the case of Australia, argues for a func- 
tional ‘conception of genocide which embraces relations of destruc- 
tion...[without] emphasis on policy and intention which brought it 
into being’ (239). Barta relates a history of contradictory policies 
and responses including imperial (English) instructions to protect the 
natives and prosecutions of settlers; the economic competititon between 
sheep (imported by settlers) and indigenous people for land; attacks by 
aborigines and murders by settlers; the early decline in the native birth 
rate — accelerated by infanticide and matings with settlers — which was 
apparently caused by demoralization. Although a small part of the deaths 
of indigenes (‘perhaps 20,000’) were caused by wars and massacres, 
Barta asserts that | 


the violence accompanying the appropriation of the land was of a scale and 
ruthlessness — largely uncurbed by official intervention — which could leave 
no doubt in black or white minds as to the fate of those who resisted the 
‘inevitable’ course of events, and it can be no coincidence that it was 
accompanied, among those with no thought of murder in their minds, by 
: much talk of the ‘inevitable’ dying out of the black race. I do not think it is 
too simplistic to see in this dominant opinion the most comfortable reflection 
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of a relationship which could not be recognized in good conscience for what 
it was — a relationship of genocide (Barta 1987, 248). 


Diamond (1988) concurs with Barta’s conclusion that the settlement 
of Australia was an act of genocide. Chalk and Jonassohn (1990) show 
how the indigenous people of Tasmania, an island off Australia, were 
first slain, raped and enslaved and then officially hunted, and deported 
to reserves to die, classing it as a case of genocide. But they. do not 
extend this analysis to Australia; Chalk also argues against Barta’s 
conception of genocide (1988, 10-12), asserting that it is deliberate 
state intervention-on behalf of-the settlers that leads to genocide rather 
than an inexorable process. 

Some simply segregate genocide and the decimation of native peo- 
ples. Glaser and Possony, for example, have, different chapters on 
‘extermination of primitive communities’ and ‘genocide’ in their study 
(Victims of Politics 1979), although they acknowledge many instances 
of deliberate murder and neglect. However, they assert: ‘The decimation 
of American Indians reflected the universal tendency of high-density 
developed cultures to crowd out lower-density, lesser developed cultures 
— without which the New World and the British overseas dominions 
would never have been Europeanized’ (510). This begs the question by 
pointing to the benefits to western civilization, hardly an exoneration 
of a crime, were the fact of settlement itself to be construed as a 
criminal act. Before considering whether the genocide of indigenous 
people demands a new definition, we need to examine further evidence 
of the demise of natives in North America. 


Genocide in North America 


Although many studying genocide refer to the genocide of the American 
Indians (e.g. Porter 1982, 25; Letgers 1988, 768), no one has documen- 
ted an over-all pattern of genocide by the government of the United 
States in the post-colonial period. Thornton, tracing the population 
history of Indians in the Americas since 1492 examines ‘the general 
causes of this collapse: disease, including alcoholism; warfare and 
genocide; geographical removal and relocation; and destruction of ways 
of life’ (1987, xvi). While Thornton attributes most of the nineteenth 
century population decline to disease and related causes, it is difficult, 
if not impossible to assess how many deaths can be attributed to each 
cause because of how causes interacted. Although President Thomas 
Jefferson mandated vaccination of the Indians against smallpox soon 
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after the discovery of the vaccine in 1806, indicating some intent to 
preserve the lives of Indians, mortality and morbidity increased as a 
result of the federal policy of removal and deportation, diminishing the 
variety of Indians’ diet and sometimes purposefully eliminating sources 
of food (most notably the buffalo): all these led to malnutrition, disease, 
and death. 

Killings occurred during wars between Indians and settlers, wars 
between Indians, wars in which some Indians sided with some colonists 
against others, confrontations with federal troops leading to massacre 
(Sand Creek), and collective massacres by states and settlers — the latter, 
taking the most lives, are the least remarked on in American history 
books. Miners and settlers in Texas, California and Oregon committed 
genocidal massacres, especially during the gold rush in California, 
killing perhaps 225,000 Indians there (Thornton 1987, 48-49). Chalk 
and Jonassohn (1990) also cite instances in Colorado. Reviewing all the 
evidence, they conclude o 


The case of the American Indian in the nineteenth century is one of the 

` most complex in the history of genocide....it becomes clear that very 
few American leaders wanted to annihilate the American Indian; the 
government-organized murder of peaceable Indians with tbe intention of 
destroying tribes in whole or in part rarely occurred (195).... ethnocide 
[otherwise called assimilating or civilizing the Indian] was the principal 
United States policy towards American Indians in the nineteenth century, 
but the federal government stood ready to engage in genocide as a means of 
coercing tribes when they resisted ethnocide or resorted to armed resistance. 
Ethnocide was at ihe core of the Indian removals, the reservation system, 
the Dawes, Act, and the schemes for educating native children at boarding 
schools far from their parents after the Civil War. Genocide, when it was 
practiced, could take several forms. "The most important was genocide 
through famine (203). 


Hauptman agrees that forced assimilation or ethnocide was the pri- 
mary aim of federal policy (1988, 25). But even adapting the dominant 
white culture did not protect the Cherokees, a people known for 
innovating settled agriculture, printing, and self-government, who had 
been an ally of the US since the 1780’s. ‘They were so ‘civilized’ that 
they adopted the sign of white Southern civilization, the enslavement of 
Afro-Americans!’ (Hauptman 1988, 12). 

: Hauptman stresses how Indians were defamed and deñned in ways 
that enabled the settlers to annihilate them without any bad conscience; 
they were labelled as sinners against God, savage and even non-human 
— animals, insects, ‘nits.’ It was this view of the Indian as outside any 
universe of white obligation which enabled the conflict between group 


82 Genocide: a Sociological Perspective 


interests to be settled by genocide, the aggression justified by ideologies 
of progress, manifest destiny, and just-war doctrine. 

In contrast to genocide, ethnocide may, on occasions lead to ‘a 
process of ethnogenesis,’ Kohl (1986) shows, reporting a case which 
she hopes may be a model for other groups. Part of the Mississippi band 
-of Choctaw who were not forced to join the tribal removal to Oklahoma 
in 1831 have maintained their identity, preserved their language and 
transformed their collective status; they now control their economic 
development through their tribal council after almost a century of eking 
out existence as share-croppers (1986). 


Implications of definition for policies of development 


This.is scarcely a historical question today for ‘third-world’ states harbor 
‘many indigenous peoples and nations (Nietschmann 1988) which some 
states seek to assimilate or to destroy. But there are models of develop- 
ment which offer some protection to native peoples and public health 
measures to protect them from disease. It seems wiser to me to have 
clear conceptual standards, discriminating specific policies and ways of 
monitoring the operation of state and settlers — laws, administration, 
equal justice, land settlement, health and educational services — so that 
we can assess both intentions and effects on indigenous peoples, rather 
than to label all population decline as a result of genocide and assume 
the inevitability of decimation of indigenous peoples. 

Reviewing the implications of differing conceptions of genocide, I 
‘do not believe we need a separate conception of genocide or different 
standards of evidence to comprehend the deliberate slaughter and 
extermination — by commission or omission — of native peoples. What 
we need is better specification of criminal acts and of standards for 
social policy to differentiate policies and ‘strategies .which protect 
and which destroy indigenous’ peoples. Chalk and Jonassohn second 
the recommendation of Whitaker (1985) that ‘advertent omission’ — 
criminal neglect leading to death — should be included under the UNGC. 
The US practiced ‘advertent omission’ when the government failed to 
provide Indians with food and blankets after prohibiting hunting off 
the reservation and destroying the buffalo herds, tolerated. annihilation 
by settlers, and deported Indians under harsh conditions leading to the 
likelihood of many deaths, as they did the Cherokee along the ‘Trail of 
Tears’ (1990, 196—201). 

I believe that Barta’s approach, redefining genocide as a product of 
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social relations without intent (see discussion of the general issue in 
Part 2) may lead to a paradoxical disdain or disinterest in assessing 
responsibility for the death of indigenous people. It does not illuminate 
but blurs personal and organizational responsibility. It.both dulls percep- 
tion of the specific connotations of genocide to equate it with a latent 
function or unintended consequence of development, and it leads the 
observer to overlook state and collectively planned mass murders and 
acts of omission leading to death. Perhaps we also need a convention 
on ethnocide and specification of what standards we expect of states to 
preserve indigenous peoples. Indigenous peoples and UN bodies have 
suggested specific principles (Burger 1987, 262—279). 


A Post-1945 Survey of Genocide 


The survey of Harff and Gurr (1987) identifying victims of geno- 
cides (defined similarly to the definition of the UN Convention) and 
‘politicides’ (massacres of political groups including groups in rebel- 
lion) since 1945 enables us to make a preliminary assessment of victims 
of the state since 1945, the prevalence and areas of its use, and consensus 
among investigators in case-finding. 

The cases they list are a product both of their definition s 
discussion Part 2) and operational limits: cases that have occurred over 
six months or more in states with a population over a.million people. 
No other researchers have assessed their specification of cases; further, 
it would be difficult to do so (especially in evaluating some lesser known 
cases) because they omit bibliography and sources. However, although 
there may be disagreement as to their inference in specific cases (see 
discussion of allegations of genocide in Vietnam in Part 2), there is no 
evidence of any systematic bias in the Harff and Gurr classification. 

From their survey, I calculate that genocides and politicides between 
1945 and 1980 have caused (maximally) over twice as many deaths as 
have wars during that period (recompiling their-estimates for the same 
time period). Similarly, both types of state-sponsored massacres killed 
up to 2.6 times the number of people dying as a result of natural disasters 
between 1967 and 1986. 

In order to compare their case-finding of genocides with that of oth- 
ers, one must delete the types which do not fit the UNGC definition or a 
more general definition of genocide (see Part 2). This is not so simple for 
their definition and typologies (see Table 1) confound several variables, 
but are based first on perpetrators' motives for discrimination: 


84 . Genocide: a Sociological Perspective 


By our definition, genocides and politicides are the promotion and execution 
of policies by a state or its agents which result in the deaths of a substantial 
portion of a group. The difference between genocides and politicides i is in 
the characteristics by which members of the group are identified by the state. 

In genocides the victimized groups are defined primarily in terms of their 

communal characteristics, i.e. ethnicity, religion or nationality. In politicides 

the victim groups are defined primarily in terms of their hierarchical position 

or political opposition to the regime and dominant groups (1988, 362). 

They qualify this by observing that operationally *we include only 
those episodes in which the state and its allies or agents deliberately 
try to destroy groups of people on mere suspicion that they support the 
rebels’ (1982, 366). 

‘However, since communal groups are frequently the basis for organ- 
ized movements and parties opposing the state, their classification of 
genocides/politicides does not clarify the matter. 

Further, the classification of the state as the fundamental unit or case: 
may both lead to inference of common intent or identification of victims 
by the state and underestimate cases of victims. An example of the first 
problem is the aggregation of Kurds, Baha’is and Mujahadeen as victims 
in Iran (1981-now): the Kurds and Mujahadeen have opposed the state 
violently while the Baha’i alone were chosen for affirming the beliefs 
which distinguish them from Islam (Bigelow 1988). 

Had case been defined by the victim group rather than by the 
episode, Harff and Gurr would have over fifty cases for there are 
seven nationalities in the Soviet Union alone classed as two cases. 
These peoples — deported under life-threatening conditions after Stalin 
decreed them collectively guilty or potentially guilty — are classed as 
victims of genocide. Were cases defined by the group victimized, one 
would have more readily noted the perpetrators who are repeat offenders: 
the Soviet Union, People's Republic of China, Indonesia, Pakistan, and 
Uganda. 

Harff and Gurr have used two typologies discriminating among 
episodes, the first published one (1987) distinguishing four types (two 
pure, two mixed): Genocides (when the victims were defined primarily 
by communal characteristics); Politicides (when victims were defined by 
hierarchical position or activity); Politicides against communal groups 
(PG) and episodes where both communal groups and political groups 
were targeted (GP). Thus, except for the cases of 'pure' politicide 
(which some might label mass or targetted political killings rather. 
than genocide), they are RECIPE the same cases many others label 
as genocide. 

Their second typology (1988) differentiates between hegemonial and 
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xenophobic genocides and retributive, repressive, revolutionary, and 
repressive/hegemonial politicides. In terms of classification of motives 
or functions of genocide, the latter typology appears to omit genocides 
against indigenous peoples not marked by ideologies or ‘doctrines of 
national protection or social purification’ (Harff and Gurr 1988, 363). 

This typology integrates characteristics of the ruling group, the 
motives of the perpetrators, the political role of the victims, and the 
proportion of the victims targetted to be killed. It is not clear how they 
make inferences on the motives of the perpetrators. 

We can make a preliminary assessment on agreement on labelling 
cases genocide by surveying cases others have cited. Table 3 lists cases 
of Harff and Gurr classified as genocides in whole or in part (G, PG, and 
GP) and compares these to the judgments of others. 

As might be expected by their discrimination of communal identity 
and political activity as bases of victimization (opposed to the more 
frequent factive superimposition or coincidence of the two), almost half 
of their forty-three cases (Harff and Gurr 1987) are mixed: there are 
five genocides, nineteen politicides, twelve cases involving politicide 
against communal groups (PG) and seven cases where both communal 
and political groups were targetted (GP). 

Ezell, ‘a journalist and student of history, compiled a catalog ‘of 
' known and suspected cases and some categories for comparing them’ 
(1988). The latter is an atheoretic matrix listing disciplines concerned, 
sources, identity of perpetrators and victims, bystanders and rescuers, 
means of genocide, rationalizations, and issues and effects — prevention, 
recovery, theoretical issues, legal issues, ‘isms,’ and contexts. 

How much consensus is there in cases labelled as genocide: by 
different researchers? One way to probe this is to assess the agreement 
between Ezell’s catalog (31 cases, 27 of which are since 1900), the Harff 
and Gurr file (24 cases of genocide and mixed cases with a genocidal 
component between 1945-1985) and cases well documented by other 
scholars who also classified them as genocides or genocidal massacres. 
Checking the agreement on Ezell's selection with Harff and Gurr, 
Kuper, my own work, and Chalk and Jonassohn), I estimate there is 
substantive agreement on 61 to 77 percent of Ezell’s cases; however, the 
range indicates some differences about labelling. Some label some cases 
as pogroms or genocidal massacres or disagree with the specific dates 
or classification of the victims when there was more than one victim 
in the situation. There is most disagreement when the perpetrators are 
unorganized or non-state actors — most true in the case of indigenous 
peoples — and incidents are episodic. . 
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However, reviewing the agreement between Ezell and the Harff and 
Gurr list (omitting politicides), one finds that Ezell lists but half the 
cases of Harff and Gurr. It should be noted that lack of agreement 
need not indicate disagreement for all researchers are not necessarily 
familiar with all sources and cases. The contribution of Harff and Gurr 
needs, to be complete, publication of bibliographies for specific cases 
and specification of the researchers’ grounds for inference so that other 
researchers may assess their classifications. 

Table 3 lists those cases after 1945 in which there was the greatest 
agreement, using a strict definition of genocide (excluding civilian 
deaths resulting from conventional or nuclear bombardment of civilians 
as intrinsic evidence of genocide as Kuper [1981] uses it). 

Other genocides or genocidal massacres classed by Kuper which are 
not included in Table 3 include: both sides in Algeria (1945-1955), 
African genocide against Arabs in Zanzibar (1961-63), genocidal mas- 
sacres during the partition of India and Pakistan (1946-47), and many- 
sided genocidal massacres in Lebanon, beginning in 1975. Genocides 
and mixed cases classed by Harff and Gurr omitted from the table 
include: Ukrainian nationalists in the USSR (1947), Malagasy nation- 
alists in Madagascar (1947-48); Chinese in Malaya (1948-56); Baluchi 
tribespeople in Pakistan (1958-74); and Moro (Muslim) nationalists 
in the Phillipines (1968-85). The cases omitted from Ezell include ` 
Australian aborigines (18th through the 20th centuries), Brazil (1960 
to the present), West Papua (1962-), Chittagong Hills of Bangladesh 
(1985-), and ethnic Turks in Bulgaria (1984). 


Retributive Genocides and Plural Society Theory 


Reassessing the cases in Table 4 in terms of the typology common to 
Kuper, Fein, Chalk and Jonassohn and Smith (see Table 1), I classify 
just three of the 19 cases as possible ideological genocides: Cambodia, 
the Baha’ is in Iran, and perhaps Indonesia (depending on one’s assess- 
ment of the alleged communist plot preceding it). The annihilation of 
the Ache in Paraguay is the only developmental genocide of indigenous 
‘people, preceded by hostile incidents following the development of the 
Paraguayan interior. The other cases against groups posing no threat 
I would classify as despotic genocides: the Soviet Union, Equatorial 
Guinea and Uganda (but were the latter broken down into periods there 
might also be retributive genocides). One could classify at least 11 cases 
as retributive genocides in which the perpetrators retaliated to a real or 
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| TABLE 3 
Some identified perpetrators and victims of 
genocide since World War II 





; SOURCE 
Harff and 
Gurr 1987/88 Ezell 1988/89 Kuper 1981 


Soviet Union/ 7 nationalities, 


1943-1968 - x (G) - x 
People’s Republic of . . 

China/Tibet 1950—77?* x (GP) x - 
Rwanda/Tutsi (1962-63) x (PG) - x 
Indonesia/communists; ‘ 

Chinese 1965-66 x (GP) x political 

: massacre 

Sudan/southerners s episodes of geno- 

1955-72 x (P) x cidal massacre 
Nigeria/Ibos, 1966 x (G) x x 
Pakistan/Bengalis 1971-72 x (PG) x x 
Burundi/Hutus 1972 x (PG) x x 
Equatorial Guinea/G's ** 1968-79 x (GP) x x 
Uganda/ U's ** 1972-85 x (GP) x x 
Paraguay/Ache 1962-197? - x (G) x x 
Cambodia/ C's**, 1975-79 ` ^. x(GP) x x 
Indonesia/ E.Timor, 1975- — ' ` x(PG) x x 
Iran/Baha'is 1979- x (GP) x outside 

] time frame# 
Guatemala/Indians 1980-84 x (P) x T 
Afghanistan/A’s 1980-89 x (P) x i 
: 1978 

Sri Lanka/Tamils 1983-87 x (PG) x is 
Ethiopia/Tigray and Eritreans 

1984—85 | x (PG) x P 
Irag/Kurds H & G 1959-75 x (PG) - 

(discontinuous) " 

E 1988 outside time LX outside time 

frame frame 


Listing is restricted to the cases where there is the greatest agreement among sources 
(see bibliography), using a similar definition of genocide; see discussion above. 

Harff and Gurr code: genocides (G), politicides (P), politicides against communal 
groups (PG) and mixed cases (GP). 

Where sources disagree by more than a year about dates, I have indicated this by a 
? except in the cases of Guatemala and Ethiopia: in these instances, I cite the period 
covered by both Harff and Gurr and Ezell. In Iraq, two periods (or more depending on 
the assessment of continuity) were cited. 
# Event occurred after the author(s)’ compilation of cases. 
** Victims include more than one ethnic group. 
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perceived threat by the victim to the structure of domination. 

It seems apparent (to observers who’ know the factual background) 
that the most common type of genocide in the post-World War II world 
is retributive, ‘to eliminate a real or potential threat’ (type II of Chalk 
and Jonassohn 1990). This sometimes occurs (using Kuper's typology) 
*following decolonization of a two-tier system of domination' (Burundi, 
Rwanda, Sudan, Ethiopia): it also happens when one state imposes its 
rule over another people — as in Tibet, East Timor, and Afghanistan. 
These genocides function to decimate groups who are contenders for 
power in the struggle against a regime, elite, or state representing 
another group. Ideologies are seldom articulated by the perpetrator: 
excepting Marxist-Leninist states — the People's Republic of China and 
Afghanistan — ánd anticommunist states — Guatemala and Indonesia. 
Whether ideologies define the search for enemies or whether they are 
post-hoc justifications for retributive massacre of collectivities which 
threaten the ruling elite may be debated in these cases. 

There have been few comparative analytic studies of retributive geno- 
cides and genocidal massacres. Kuper has provided the best analysis of 
such, relating them to social structure and struggles for power during 
and after decolonization: his cases include Rwanda and Burundi, India 
during partition, Sudan, Nigeria and Lebanon (1981, Ch. 4). Kuper 
asserts that ‘The plural society provides the structural base for genocide’ 
(1981, 57). Similarly, I argued deductively that ethnic stratification leads 
to challenges to legitimacy, collective violence and punishment (Fein 
1977, Ch. 1). Domination by a ruling ethnoclass is said by both to lead 
to violent rebellion by the dominated class, challenging the legitimacy 
of the dominants. Both perspectives imply that states based on two 
ranked groups — nations, tribes, ethnic groups, castes — differentially 
incorporated in the political order are likely to experience challenges 
to their legitimacy in. an era where self-determination has become a 
universally reiterated norm. 

Kuper shows how both the memory of previous oppression (and 
sometimes violence) and contemporary competition for power lead to 
polarization which in turn lead to massacres, expulsions, deportation and 
flight in Algeria [1945-61], Burundi [1962-72], Rwanda [1962-63], 
and: Zanzibar [1961-63] (Kuper 1977). ‘Revolution,’ genocidal mas- 
sacres against the previous dominant-minority, were primary factors 
leading to their expulsion and flight in three cases and to the subjection 
of the majority in Burundi. In all cases, polarization was triggered by the 
struggle for power which resulted from ‘reforms’ (Kuper's term) toward 
self-determination. 
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The genocide and genocidal massacres in Burundi and Rwanda, 
states stemming from the Belgian Congo, are sometimes attributed to 
an inevitable conflict between the minority Tutsi elite (overthrown in 
Rwanda) and the majority Hutu population, still governed in Burundi 
by the Tutsi elite. Kuper, drawing on the analysis of Lemarchand (1970) 
and Lemarchand and Martin (1974), shows that there were many earlier 
ties between the two groups, that wealth and status was not necessarily 
related to group identity, and that identification with the royal family 
united both groups in the colonial period. Decolonization led to the 
victory of a Hutu party in Rwanda and massacres, initially unplanned, 
against Tutsi in Rwanda. 

Each group had developed parties with ideologies corresponding to 
its needs: the Hutu party was committed to equality and the Tutsi 
party justified inequality. Both reiterated different myths about the 
past relations between Hutu and Tutsi. The death of the Mwami 
(king) in Burundi gave a new Tutsi elite (emerging after inter-group 
competition and a coup d’etat) an opportunity to name a candidate that 
fit their needs, one who no longer reassured the majority Hutu that he 
represented them too. 

The state-engineered massacres and genocide in Burundi (1972-73) 
— and some unplanned massacres from 1962 to 1988 were usually Tutsi 
responses to fears of a Hutu uprising or coups rumours of threats. The 
Tutsi refugees fled from Rwanda to Burundi, reinforcing the fears of 
Tutsi elites in Burundi, leading to their concerted drive to exclude Hutu 
in Burundi. 

But genocide in Burundi was not only a retributive reaction to the 
threats of a Hutu coup in 1965 and 1972; it could be viewed as a 
pre-emptive slaughter. The. selective massacre of educated Hutus in 
1972-73 served to reduce Hutus' ability to ‘challenge the Tutsi — 
similarly, the deprivation of educational opportunities for Hutus in the 
eighties served the same end. It was evidently the Tutsi elite's desire 
to maintain a monopoly of rule and privilege for their ethnoclass which 
moved them to use murder to maintain their Black Apartheid state, in 
which power and participation (in government and the army especially) 
depends on group status. 

Kuper is correct in attributing the underlying precipitant.to violence 
to the reforms. But it was the particular structure of reforms, installing 
a Westminster-type democracy and the coincidence of party and group 
identity which makes such electoral trials a zero-sum game: the winner. 
(most plausibly the dominant group and party) takes all. In Burundi, a , 
faction of the minority Tutsi maintained dominance despite this. 
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In Zanzibar, both parties — Arab and mainland African — were dead- 
locked by the structure and had neither crosscutting or supordinate asso- 
ciations to unify them nor any experience in nonviolent accomodation 
which might lead to consociationalism. However, there was no inevi- 
fability to the choice of genocidal means by the mainland African party. 
The Arab party's platform showed that the Arabs understood they could 
not maintain their privilege except by inter-group accommodation. And 
there were other possibilities which depended on different choices that 
the Shirazis — the majority of mixed African and Persian descent — might 
have made (Kuper 1977, 222-224). M 

In Burundi there was continued rule by the dominant minority 
ethnoclass, but Zanzibar is not an example of continued ethnoclass 
domination by a minority as Kuper theoretically posits (1977, 270—271). 
At this point, plural society theory (based on a set of societies with dif- 
ferential incorporation of groups in the state) undermines understanding. 
The theories advanced by Kuper (1977, 1981) and Fein (1977) imply 
that it is the monopoly of power by one ethnoclass that triggers the 
challenges to legitimacy by the dominant ethnoclass. But the examples 
given suggest that it is the transfer or demonopolization of power that 
is the trigger. For it is precisely at the point members of ethnoclasses 
are incorporated as equals into the polity (in unranked rather than 
ranked polities) that competition is most intense (D. Horowitz 1985) 
and violence is more apt to be used. Thus it is not the structure 
of domination (which in an ideal-type plural society categorically 
excludes the dominated group from participation) but the structure of 
competition, leading to unstable coexistence, and distrust which is more 
likely to lead to massacre and expulsion. Violence is an economic and 
rational means to drive out a competing group. 

The struggle for power in colonial and certain postcolonial situa- 
tions is sometimes best represented by a two-class schema, with the 
underclass striving to replace the governing class or dominant elite, 
which may lead to cycles of violence or to genocide — as in Burundi. 
But often several groups with fluid boundaries compete as in Zanzibar. 

The power of a third party may restrain the escalation of inter-group 
violence, conflict theory suggests. This was lacking in all four cases 
Kuper (1977) examines. Although other tbird parties were potential 
intervenors or influential actors (such as the Organization of African 
States), none emerged to censor states' use of genocide. 

Official denial of inter-group conflict in some cases is another 
factor that masks violence and inhibits efforts to prevent of escalation. 
Thompson, comparing inter-ethnic relations in Northern Ireland and 
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Zanzibar, notes the role of denial in both cases: the insistence on past 
peaceful relations, the denial ethnicity is the basis of identification for 
most people, and the denial members of one's own group are killing 
others randomly ori ethnic - :grounds (1986). Similarly, in Burundi the 
government denies differences among its citizens. ‘Officially ethnic 
differences simply do not.exist' (Lemarchand 1988, 2). 

Denial has several functions. One can better deny crimes against 
groups who did not exist in the first place. When dominant groups 
deny the plurality of group existence and group interests, it is unlikely 
they will seek to negotiate inter-group relations in order to seek an 
accomodation or consociationalism. Thus, stressing unity need not 
indicate integration; in | these situations, it masks subordination or veiled 
conflict. 

If the perpetrators of genocidal massacres within the state Stod 
anticipate costs in the international system, such murders might be 
deterred. In Burundi the ruling Tutsi elite expected — and paid — no costs. 
Kuper remarks how external third parties reinforced the power of this 
elite and intensified the conflict. This includes Belgian administrators 
and other governments and supranational organizations who supported 
the “Tutsi in their annihilation of Hutu, either by direct assistance or by 
the complicity of silence or of indifference’.(1977, 207) — China, France, 
North Korea; the Organization of African Unity, and the United Nations. 
The complicity of these parties is also observed by Lemarchand (1975) 
and Williams (1972). The US is censured in a Carnegie Endowment 
report for not censuring Burundi or using economic sanctions (Brown 
et al 1972). Even prominent nongovernmental human rights organiza- 
tions — the International Commission of Jurists and the International 
League for the Rights of Man — did not censure the government but 
recommended" more economic and social aid, concluding that human 
rights were a luxury under the circumstances (Butler and Obiozor 
1973, 26). As for the United Nations, it is part of the problem, not the 
solution. Indeed, Kuper notes ‘that the sovereign territorial state claims, 
as an integral part of its sovereignty, the right to commit genocide, 
or engage in genocidal massacres, against peoples under its rule, and 
that the United Nations, for all practical purposes, defends this right’ 
Gee 61). 


6 


PUNISHMENT AND PREVENTION: 
IMPLICATIONS FOR SOCIAL POLICY AND RESEARCH 


The Aftermath of Genocide: Consequences and Memory 


Punishment of genocide remains restricted to states in which the 
government has been replaced — post-war Germany is the best example 
— but post-war trials and punishments by the allies were limited, both 
because the original aims were too expanded and the Cold War led the 
Allies to rely on German cooperation. The overthrow of dictatorships 
in Equatorial Guinea and Romania led the subsequent government and 
Army to try to execute the dictators for charges including genocide 
(which no one had earlier observed in Romania). Most commentators 
viewed the execution of the former dictator in Romania simply as a 
summary execution. The prosecution case in Equatorial Guinea was 
criticized on several grounds by the International Commission of Jurists 
(Artucio 1979) but, given the evidence others have presented and 
reviewed (see Table 3), this may have been a function of the inability 
of the government to prepare a good case. 

But changes in regimes do not necessarily lead to effective pros- 
ecution of genocide. The complicity of the international community in 
overlooking genocide is most evident in the case of the Khmer Rouge 
(KR). Member states of the UN have. failed to take up indictments 
of the KR despite the extensive documentation of the Cambodian 
Documentation Commission, deferring to Chinese and southeast Asian 
opposition to delegitimating the anti- Vietnamese coalition including the 
KR (Hannum 1989). One result of the failure to delegitimate the KR is 
that governments, including the US, are talking about including the KR 
in plans for a new Cambodian government, at the time of writing. 

We have no studies of the effects of punishment (or of the type of 
punishment) but we do know that the effect of non-punishment of 
the genocide of the Armenians (previously discussed) was among the 
factors leading to the repetition of genocide on a continental scale. 
Further, we have circumstantial evidence of the educative influence 
bf individual trials of war criminals — Adolf Eichmann, Klaus Barbie 
— and the general effect of the Nuremberg trials in fostering an ethic 
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of individual responsibility for taking life as opposed to viewing the 
self merely as an agent of the state, using obedience to authority as an 
automatic formula for legitimating any act (Taylor 1971). 

Few studies evaluate the aftermath of genocide on states and perpe- 
trators. Jonassohn (1988) considers the costs of genocide and related 
precursors for the people of the perpetrator state, examining the impact 
on Languedoc of the Albigensian crusade (13th century), on Spain of 
the inquisition (15th century), and on Turkey, the USSR, Germany, 
and Cambodia of 20th century genocides (also see Chalk and Jonassohn 
1990, 416-421). He concludes that when the victims of genocide are 
located within the perpetrator society, there are not only no benefits but 
there are enormous costs (1988,10). He believes that if we publicized 
this fact, there would be more resistance in genocide-prone societies 
to such state policies. Whether it would have this effect remains 
to be tested: one can not overlook the role of ideologies and the 
fact that some groups in the perpetrator state did benefit — accruing 
material goods, positions and status — and that most people do not 
evaluate long-run costs when short-term gains are evident. Jonassohn’s 
conclusion deserves careful analysis even though it may be impossible 
-to disentangle the roots of decline in several cases. 

However, long-range historical research is not needed to show the 
destructive impact of genocide (including state-made famines) and 
genocidal massacres contemporaneously. In a recent study of violations 
of life integrity (including mass and selective killings), it was shown 
that the worst violators (including previous perpetrators of genocide) 
produced 96 percent of refugees in the world in 1987 (Fein 1990). . 

The effects of genocide may persist even after its perpetrator is 
overthrown by undermining any notion of law and justice, creating 
pervasive motives for retribution: e.g. as many people may have been 
killed in Uganda under Obote (1980-1985) after Amin's overthrow 
by a Tanzanian intervention as under Amin's rule (1971—79) (USCR 
1985, 10-11). It produced over a million refugees and the destruction 
of the economy for almost a decade after. In Bürundi, the memory 
of the 1972 genocide — unacknowledged and unatoned for by the 
government — inflamed rumours (stemming from. an incident when a 
Tutsi trader killed some Hutu peasants in an altercation) which led 
some Hutus to begin randomly killing Tutsis in August 1988 out of 
fear, provoking an Army (Tutsi) massacre of the Hutus, killing perhaps 
20,000 (Lemarchand 1988). 

To date, genocide has not recurred in Europe since the Nuremberg 
trials in Germany and de-Stalinization in the USSR. But authorities 
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overlooked or instigated pogroms against Jews in Poland between 1945 
and 1947 (Fein 1979b, 3); official Soviet and western sources show that 
the USSR did not protect, overlooked or instigated pogroms against 
Armenians in the USSR in 1987 and 1989. 

Gross (1978) suggests that the suppression of memory, rather than 
denial, may play a role in reestablishing new interaction between 
peoples involved in genocide. He considers how new post-war author- 
ities initiated policies of respect for civil rights and tolerance in a 
multi-ethnic society: the Julian region, formerly the borderland of Italy 
and Yugoslavia.) Gross puts this in the context of the role of political 
authorities in managing or escalating ethnic tensions. ; 

Yet memories of terror and genocide — and repressed memory — are 
problematic and selective. A forty day postwar period of summary 
executions and reprisal killings by Tito's partisans is remembered by 
local inhabitants more vividly than the Nazi and Croatian genocide of 
the Jews or the Croatian genocide of Serbs and Gypsies: this causes 
Gross to wonder why. But they do not speak of the postwar period 
readily and then, only in hushed tones. Gross concludes that such 
symbolic avoidance, ‘tantamount to an act of collective repression’ 
is a necessary beginning for a new symbiosis between groups but this . 
strategy has ambivalent implications (1978, 106—107). 

Such collective suppression about participants and observers during 
the Nazi period also persists in central Europe, including states where 
inter-group symbiosis is not an issue because Jews have been virtually 
eliminated from the polity. The persistence of an *unmasterable past' 
— still problematic despite four decades of collective repression, denial 
and avoidance — repeatedly raises issues in the Federal Republic of 
Germany and Austria although the FRG has accepted responsibility 
and made material restitution. Yet the German historians’ ‘war’ or 
debate indicates underlying division about the integration of genocide 
in German history and collective memory (Maier 1987). Similarly, 
the conflict in 1988/89 between Jewish organizations and the Polish 
Catholic hierarchy about a Carmelite convent and cross at Auschwitz 
— which both parties had earlier agreed to move (a resolution which 
was not honored) — and angry Polish Catholic attacks on Jews indi- 
cates the persistence of prewar divisions and hostility; such hostility 
enabled most Poles to be bystanders to the extraction and destruction 
of the Jews and to tolerate Polish collaborators who blackmailed 
Jews and helped Germans to detect them (Fein 1979b, 258—262; 
Brumberg 1990). 

The official denial by Turkey that the Ottoman Empire committed 


Punishment and Prevention 95 


genocide against the Armenians during World War I (previously dis- 
cussed) and its threats to the US (regarding relations with Turkey). 
if the US recognizes ‘the. genocide testify to how the repression and 
denial do not promote resolution but reinforce the bitterness left by 
unpunished crimes. 


Post-diction and Anticipation 


We can anticipate the recurrence of genocide-prone states and situations 
by evaluating several factors repeatedly found in the literature surveyed: 
a) ideology; b) types of regimes most prone to commit genocide; c) 
challenges to the legitimacy of ethnoclass domination; d) transfers of 
power in new states; e) development policies leading to interaction 
and conflict with indigenous peoples; e) the exclusion of. potential 
victims from the universe of obligation of the dominant group (or the 
perpetrators); and f) the absence of third parties or other actors who 
might censor, sanction, or check genocide. 

‘ To identify potential future perpetrators, a good start is to look at the 
characteristics of past perpetrators. Harff's most recent analysis of states 
committing genocide and politicide ‘show revolutionary one-party states 
to be the worst offenders...followed by military dominated authoritarian 
(praetorian) states’ (Harff 1988b). This is consistent with Horowitz’s 
observations that totalitarian states have pioneered in mass killing and 
that both capitalist and communist states may employ it (1982: 45, 
77,81). - l 

Given the post-war tabu on racism as an ideology, ideologies of exclu- 
sion are now masked by new goals: socialist utopias, cults of personal- 
ity, religious messianism, exclusive nationalisms. Islamic nationalism 
also may have genocidal implications as the campaign against the 
Baha’i in Iran demonstrates (Bigelow 1988). Ideology is most apt to be 
a motivating factor during and after revolutionary upheavals or transfers 
of power: e.g. Cambodia and Iran. 

States in which challenges to the dominant ethnoclass stem from 
the differential incorporation of groups — whether they are denied 
citizenship, denied participation, or denied equal protection under the 
law — are well-known. Promoting nonviolent conflict and negotiations 
for integration or self-determination in states and regions with a high 
percentage of the population denied equal rights — e.g. South Africa 
and the Israeli occupied territories — is one way to prevent further 
polarization and escalation of violence. For expulsion and genocide 
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are solutions for ethnoclasses who perceive that they are threatened 
but are intent on domination — they can not admit sharing power or 
sharing land. 

In other cases, an ethnoclass ruling over a majority or minority of 
indigenous people who have never been incorporated into the state 
(and may not want to be, as in Brazil) confronts these people in 
the course of internal development; settlers who view them as in the 
way of their immediate interest and national interests may kill them 
and administrators may look the other way. Although it is seldom 
articulated, genocide or ethnocide may be rationalized in the name of 
progress or in the name of national unity. 

Although goals and strategies of excluded groups deemed alien 
differ, one clue to the potential for intergroup strife is the number 
of the excluded. This does not presume that numbers alone affect 
the likelihood of genocide, especially in the case of MM's. Gurr 
and Scaritt (1989) have compiled a file of 'minorities at risk' in 
states with populations over one million across the globe. They dis- 
tinguish ethnocultural minorities on the basis of present and past 
political discrimination, economic discrimination, their concentration 
regionally, numbers, and the minorities’ political demands. This is an 
invaluable resource which specifies a variable which previous indices 
of heterogeneity only tapped obliquely. Their file includes minorities 
which have been discriminated against or excluded, minorities which 
are separatist or potentially irredentist, and minorities which are now 
privileged but might not be in a new order. 

Gurr and Scaritt assess countries at risk based on the percentage of 
their population at risk (also see Harff and Gurr 1987). The principal 
fault I note is that the index aggregates groups which are not discrimi- 
nated against on the same basis, do not identify or cooperate with each 
other and would be unlikely to join together in a conflict: e.g. in Israel 
(pre-1967 boundaries), the percent at risk (53) adds Arabs and Oriental 
Jews together. | : 

Further, some significant cases may have been omitted; e.g. the 
1989 file does not include Mauritania which expelled nearly 40,000 
Blacks, purportedly Senegalese (and killed many) and collective vio- 
lence against Mauritanians in Senegal between April and July 1989, 
leading to a reciprocal exchange of refugees between Mauritania and 
Senegal of 185,000 (according to New York Times reports of May 1, 
May 5, and July 23, 1989). But a later (unpublished) version of the file 
does include Mauritania, I was informed. 

Disregarding the absolute numbers or the percent at risk (based on 


Punishment and Prevention 97 


aggregation of groups with unequal risks) and just observing states with 
high risk, we find some expected cases — South Africa, Israel-occupied 
territories, Burundi, Lebanon, Ethiopia, Uganda — and some surprising 
cases where there has been little ethnic violence or discrimination noted: 
Taiwan, Dominican Republic, Bolivia, Guinea, Niger, Yemen Arab 
Republic. This indicates the inadequacy of using numbers alone as a 
criterion of risk and the need to do comparative research on matched 
states with similar demographic and compositional characteristics. 


Preventing Genocide 


Preventing genocide is a goal virtually all social scientists working in 
this area espouse explicitly or implicitly; Kuper (1985), and Charny 
(1982) have suggested complementary approaches. Before considering 
what role social scientists might play in anticipating and preventing 
genocide, it is useful to consider how perpetrators of genocide are 
tolerated in the international system, by the UN, and the role of 
non-governmental human rights organizations (NGHROs). 

Although Kuper asserted that the UN defends the right of ‘the 
sovereign territorial state...tocommit genocide’ (1981, 161), he later 
suggested there was some possibility of reform in the UN system 
and proposed several innovations: an advisory service to enable it 
to instigate governments to respond constructively to movements for 
self-determination and an early.warning system to probe causes of mass 
exoduses (1985, 212-216). Both new UN standard-setting without any 
enforcement and appeals to the UN without political backing are futile, 
Kuper has said on several occasions. Kuper proposes that much might 
be.achieved by coalitions of NGHROs working together to monitor and 
publicize human rights violations which might lead to genocide. 

Although the UN has purposefully avoided recognizing genocide and 
mass violations of human rights in ‘Third World’ member states, it 
has exerted intense and concerted condemnation of apartheid, even 
misadvisedly considering (but rejecting) labelling it as genocide, an 
inapt and simple-minded equation decried by Kuper; instead the UN 
passed a Convention censoring apartheid as a distinctive crime (Kuper 
1981, 199-203). Similarly, bodies of the UN have repeatedly con- 
demned Israel’s occupation of the territories; in fact, until recently 
virtually all UN sanctions and condemnations for violations of human 
rights were restricted to states Kuper calls ‘pariahs’: South Africa, Israel, 
and Chile (1981, 178-9; 1985, 106-7, 141). 
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Stohl (1987) considers that the indifference of bystanders in other 
states to cases of genocide can be understood not only by realpolitik 
doctrines of national interest and non-intervention but as a result of the 
inhibitions an individual bystander must surmount to react: one’s ‘right 
to be an ostrich,’ our inability to identify with the many victims there 
are, our unwillingness to understand, our dependence on leaders to act 
on our behalf, and the cost of helping victims — refugee flows, straining 
relations with allies, etc. Public recognition is impeded by the lack of 
media focus-and the variable labelling of similar cases. 

The role of the press is both an effect and a cause of our failure 
to acknowledge genocide and mass killing. Stohl shows how widely 
disparate is the extent of coverage given to reports of mass killing, 
ranging from 21 inches over seven years about the extermination of 
the Ache in Paraguay to 690 inches in one year on Bangladesh (1987, 
154-155). 

Stohl concludes that it is necessary to begin ‘by challenging the 
definition of the situation which accepts that these patterns are an 
acceptable mode of human behavior,’ working through NGHROs. 

If we may delegitimize such behavior [state terrorism], we increase the 

psychic production costs for state decision makers. ...Increasing production 

and response costs will generate a search for more effective cost-benefit 


approaches and make state terrorism a less ‘attractive’ alternative (1987, 
164). 


Before we can delegitimize either genocide or state terror, we need 
to consider how we detect, monitor and evaluate them, in order to 
promote strategies to deter future human nen violations and make 
them more costly. 


Models for Monitoring Genocidal Processes 


Several scholars and human rights activists have reacted positively to 
proposals for an ‘early-warning system’ to deter and stop genocides 
(Charny 1982, 283-334; Kuper 1985, 218-219). Littell (1988) proposes 
something of the same name but his ‘grid to identify potentially 
genocidal movements’ seems to me to be too simple, based solely 
on the Holocaust as a model, overgeneralized on some points and not 
general enough. 

There are three stages of evaluation needed: the conceptual clarity of 
the model, its operational indicators, and the strategy implied. 

Conceptually, the question arises of whether to discriminate among 
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victims of the state or to distinguish the violations and control tactics 
of states which indicate the potential for escalation toward genocide. 
Most advocates of the early-warning system have not examined the 
relationship between genocide and other violations of life-integrity: 
political killings, ‘disappearances,’ torture, arbitrary imprisonment and 
denial of due process, and forced labor. An alternative is to examine 
the conceptual and empirical relations among violations and to discern 
critical levels and thresholds preceding escalation; I use this approach 
in a 50 state comparative study of ‘Lives at Risk’ (Fein 1990). 

I will omit considering operational indicators as beyond the scope 
of this paper-and proceed to probe the strategy. However, there are 
many indicators and unexploited sources. Frelick suggests more sys- 
tematic uses of refugee testimony and proposes:methods to maximize 
validity (1989). 

But the model of warning is itself a principal biim particularly 
in an era in which states turn self-blinded eyes to overlook massacres by 
other states. There is a problem with a model which presumes signals are 

. unambiguous, there is a potential victim, a deterrer or warner, and that 
victims know or can be informed what to do (as in a fire or tornado) and 
have the ability to take such action. 

While proponents of early-warning systems cite different characteris- 
tics which may be signs, three principal questions remain unanswered: 
1) Who is to be warned, the potential perpetrators or the victims? 2) 
Who is responsible for warning, deterring or sanctioning them? 3) What 
inducements are there for the sanctioners to play that role? 

One response would be to warn the perpetrators, assuming they are 
rational actors. Another is to warn the bystanders and victims. Our 
experiences with signs. and warning from the Holocaust suggest that 
the bystander states were averse to fire alarms; further, the victims 
themselves, when they were surrounded in no-exit situations, were 
often unable to credit clear signs and warnings (Fein 1979b, Ch. 12). 
This indicates that it is not enough to warn the victims without assisting 
them to change the situation or to help them escape from it. 

Tactically, we also need to explore the positive and negative impli- 
cations of labelling or not labelling action as genocidal or as another 
form of human rights violation. Kuper cites a UN official who explains 
‘the psychological reluctance within the United Nations to use thé term 
genocide’ as a result of the fact that ‘Charges of genocide immediately 
close off the possibility of discourse’ (1985, 105). 

Another theoretic way to stop genocide is by humanitarian (armed) 
intervention, an act with much justification in international Jaw that 
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still arouses fears among many because of the use of humanitarian 
justifications for opportunistic interventions by the.great powers. Harff 
examines this as a jurisprudential question and makes a case for 
multilateral intervention, preceded by a graduated series of warnings 
and sanctions (1984). Similarly, Kuper considers it as a last resort (1985, 
223-227). Lopez suggests new rationales and criteria for employing 
humanitarian intervention (1989). 

However, intervenors are seldom interested: in objective rationales. 
It is noteworthy that in the four cases — India/East Pakistan, Tanza- 
.nia/Uganda, Vietnam/Cambodia, India/Sri Lanka — in which other states 
intervened in a genocidal neighboring state, the invading states did not 
justify their interventions as humanitarian interventions. In the case of 
East Pakistan, India bore the costs of millions of refugees who could not 
go home again while the Pakistani Army, perpetrator of the massacres, 
occupied East Bengal: in the other cases of Tanzania and Vietnam, their 
neighbors had waged war against them. 

Strategic help to potential victims by third parties and pressure on 
perpetrators — through publicity, sanctions and boycotts, and pressure 
through third parties — may be ways to avoid escalation and the need 
to consider intervention. Cross-national movements, such as the Rain 
Forest coalition, can help preserve the livelihoods and lives of indig- 
enous peoples. Third parties might also enable oppressed ethnoclasses 
to use strategies of nonviolent change in order to destratify societies — 
whether through integration, Puto. or other mechanisms which may 
be devised. 

During the past decade, there has been the beginnings of cooperative 
institutes in several states to research and to prevent genocide, organiza- 
tions which have made a modest start — given the awesome dimensions 
of the problem — in instigating research and strategic thinking, creating 
the seedbed for an international movement to deter genocide. What is 
notable is that all were established or are directed by social scientists. 

The Institute of the International Conference on Holocaust and 
Genocide (Jerusalem), headed by Israel Charny, convened the first inter- 
national congress on the Holocaust and genocide (1982); it.publishes 
a newsletter and' maintains an international network. It has prepared 
.valuable bibliographies and compilations of research papers (Ohamy 

: and Davidson 1983; Charny 1984; Charny 1988). 

International Alert, an organization Leo Kuper helped form, has 
since 1985 worked to deter ethnic violence and restore respect for 
law, including pre-genocidal and post-genocidal situations: states on 
which it has projects include Sri Lanka, the Phillipines, Uganda, Sudan, 
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Fiji, and Tibet. Its methods include encouraging conciliation and using 
international aid as a sanction and incentive. It has also worked in 
Uganda to restore law. 

The Montreal Institute for Genocide Studies (see Chalk and Jonassohn 
references) publishes thoughtful essays pertaining to issues of analysis, 
method, and deterrence. It is an especially good source for teaching 
materials and information on human rights issues involving genocide 
in Canada. 

My own efforts and the program of the Institute for the Study of 
. Genocide (New York) involves both basic and applied research, the 
latter focussed on increasing our ability to detect escalation toward 
genocide by systematic research on ongoing human rights violations, 
monitoring states and peoples at risk. The ISG also convened Geno- 
cide Watch in May 1989, a gathering to consider how to detect and 
deter genocide which enlisted representatives from a diverse array of 
nongovernmental organizations, backgrounds, and skills (publication 
forthcoming). It also publishes a newsletter and is presently establishing 
a computer network among HRNGOs on violations and evidence related 
to suspected contemporaneous genocide. 


A Sociological Research Agenda 


Genocide studies could -be approached to enrich sociology, probing 
theses about modernity, development, bureaucracy, and social organiza- 
tion,.as well as to better understand genocide. Such studies may become 
part of a developing interdisciplinary field of human rights or of state 
repression and terror — both conceptualizations are emerging in political 
science — or the sociology of ethnic/race relations: or both. They are also 
related to studies of altruism and helping behavior (e.g. Staub 1989). 
In order to both integrate theory and research and to produce new. 
insights, rather than regressing to empty and airy generalizations, we 
must make our assumptions explicit, codify criteria of genocide and 
case-finding, take into account both the specificity of particular types 
and cases of genocide in designing studies, and use a range of skills 
and methods from different disciplines. Some steps to this end include: 
clear definition, use of a paradigm for detecting and classing events as 
genocides or genocidal massacres (as was proposed earlier), and an 
agenda of questions for research. We need better questions rather than 
improved ideal-types which sometimes serve as a substitute for what has 
to be explained. Both to advance basic research and to offer us clues to 
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deterrence, I propose a strategy of comparisons in the following research 
agenda: 

1) Compare the uses of genocide and other strategies of elimination 
(ethnocide and expulsion) or of inclusion in settler societies in the 
Americas, Africa, Australia and New Zealand developed by Old-World 
colonists; consider what accounts for the different results. 

2) Evaluate factors which facilitate and deter genocide — group 
composition, political structure, political culture — by comparative 
research on contemporary multi-ethnic societies with a high proportion 
of ‘minorities at risk’ and with a tradition of collective violence, to 
‘explain how and when the state sets limits. Compare the use of 
genocide and genocidal massacre in divided societies with similar 
compositions but different state formations, elites or guiding ideologies: 
e.g. India and Pakistan; Indonesia, Malaysia, and Singapore; Honduras 
and Guatemala. 

3) Compare the use of genocide (and other strategies of changing 
population to fit the definition of the state-people) and the definition 
of enemies in post-revolutionary and other totalitarian states; when 
do states define the enemies they need to create a fictive solidarity? 
Reconsider historical cases — e.g. the Vendée (Secher 1986). 

4) Consider the effect of collective behavior and the dynamic of 
political processes leading to destruction. How and when do genocidal 
massacres occur without planning as polities become more polarized? 
How do collective terrorism, ethnically-based parties and movements 
and forms of governance (Westminster-type parliamentary democracy, 
decentralized democracies, one-party states, etc.) promote this process? 
What is the role of third parties in these processes? | 

5) Assess the incidence, coincidence and relationship between geno- 
cide, inter-state war, civil strife, and transitions of state power: decolo- 
nization, partition, revolution, coups. 

In order to deter genocide, this agenda should include other questions 
for policy research such as the following: 

6) Consider the impact of different means of social change — violent 
and nonviolent — and strategic adaptations thereof that are needed to 
destratify societies with high genocidal potential. 

7) Systematically assess the extent of genocidal massacre and life- 
threatening conditions deliberately imposed on indigenous peoples in 
states today and evaluate the web of causality. and responsibility. 

8) Monitor and evaluate the level of violation of life-integrity in states 
which are gross violators of human rights today or have been: all types 
of state killings, torture, denial of any process, arbitrary imprisonment 
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and deprivation of freedom of movement, forced labor and slavery. 

9) Survey social inhibitions against genocide and gross human rights 
` violations within high-risk states by attitude surveys of tolerance toward 
minorities at risk, belief in democratic norms, hostility toward minorities 
or outrage against violations of their rights collectively. 

9) Consider the impact of international linkages — through patron/cli- 
ent relations, arms transfer, aid, trade and political support — on 
sustaining or deterring genocidal states as a preliminary to testing 
strategies to affect or expose such linkages. 

10) Probe the effect of international charges of massacre and genocide 
on states which might have used or were expected to employ genocide 
against a defeated minority antagonistic to the ruling state elite, e.g. 
Nigeria and Zimbabwe. Also consider the impact of prompt exposure 
and international protest against group persecution and killings in cases 
where killings were stopped: the Baha’i in Iran, suspect ethnic groups 
or political enemies in Surinam and Kenya in the 1980's. 

11) Assess the cause and effect of the failure of states to prosecute 
genocide, to enforce the Genocide Convention, and to use past perpe- 
trators of genocide (currently the Khmer Rouge) as political agents. 

12) Consider the use of all kinds of power — normative, economic 
and physical — to change this and the responsibility of world powers, 
regional powers, and international organizations. Consider the uses of 
sanctions against the bystanders as well as the perpetrators of genocide. 
Evaluate what we know from studies of mediation, conciliation and ' 
arbitration: when can such models be drawn on successfully to deter 
genocide? 

Several kinds of research and researchers thus are needed: historical 
studies to put genocide in the perspective of time, civilization, and the 
development of the nation-state; macroscopic studies of societies in the 
same phase of development or presented with (and inflicting on others) 
the same problems at one time; comparative case-studies of matched 
cases where similar preconditions indicated that states had the potential 
for genocide; case-studies of genocides suspected but deterred and other 
cases where violence was arrested; empirical surveys of the level of 
collective violence in many states longitudinally; comparative political 
studies of how states *manage' ethnic conflict and coexistence more 
or less nonviolently; policy studies that might point to means to deter 
genocide. 

This is a heavy agenda — one which merits scholarly and personal 
investment of resources, I believe. As many have noted, this is a 
time of possibilities. Perhaps the recent evidence of global demands in 
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authoritarian and totalitarian states for democracy indicate there is also 
the possibility to counter the ‘banality of evil’ (Arendt 1963) in our time. 
But democratization itself may lead to freer expressions of inter-group 
hostility: collective violence, riots, and pogroms have already occured 
in the USSR, Romania, Bulgaria and Yugoslavia. In order to deter both 
collective violence and genocide, the forces leading to destruction need 
to be better understood. Those leading in the other direction not only 
need to be understood but must be better nurtured and organized. 


Résumé 


Le Génocide — une Perspective Sociologique 


Le concept de génocide fut inventé par R. Lemkin et reçut de lui sa 
premiére définition, afin de comprendre le but des politiques alle- 
mandes nazies. Ce concept émergea d'un autre, celui du crime contre 
l'humanité, interdit en temps de guerre selon le droit international en 
1907, et qui fournit l'une des accusations principales contre les leaders 
de l'Allemagne nazie au Tribunal Militaire International de Nuremberg 
en 1946. 

` Ce tribunal marqua une nouvelle époque dans la définition du crime 
international. La détermination des Alliés de conduire en justice les 
criminels de guerre allemands suivait leurs promesses, faites en 1942-3, 
d'une rétribution aprés la guerre — promesses qui leur servaient en méme 
temps d'excuser leur inactivité pendant l'annihilation des Juifs qui se 
poursuivait pendant ce temps-là. Les poursuites judiciares reflétaient 
aussi leur conscience du fait que les pouvoirs alliés de la.premiére guerre 
mondiale n'avaient pas réussi à instituer des procés internationaux pour 
juger la déportation ottomane et les massacres des Arméniens en 1915 
— reconnus à l'époque comme étant des crimes: contre l'humanité et, 
aujourd'hui, comme des actes de génocide. Cet échec laissa croire à 
Hitler, en 1939, que des massacres semblables n'attireraient pas de 
réponse et permit plus tard à la Turquie de nier le fait du génocide. 

La Convention des Nation Unies pour la Prévention et la Punition 
du Crime de Génocide (UNGC) fit du génocide un crime international 
en temps de guerre et de paix. Selon l'Article 2, le génocide comporte 
*... les actes suivants [en commençant par le meurtre de membres du 
groupe] poursuivis dans l'intention de détruire en tant que tel, en 
tout ou en partie, un groupement: national, ethnique, de race ou de 
religion". La UNGC n'a jamais été utilisé pour poursuivre en justice, ni 
comme dissuasion contre, un génocide; une telle utilisation peut méme 
étre impossible, vu l'appui de la Convention sur la volonté de l'état 
génocidiare de punir les coupables. Il n'en reste pas moins qu'on lui 
a souvent accordé le crédit d'avoir mis en place une nouvelle norme 
internationale. 

La recherche sociale comparative sur-le génocide commença aux 
années 70 et connut une grande expansion dans les années 80, aprés 
des décennies d'inattention ou de manque de reconnaissance de la part 
des intellectuels et des chercheurs en sciences sociales. Ce manque 
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d’attention peut étre rapproché aux phénoménes plus généraux de la 
dénégation et du refoulement collectifs. Ce désintérét et ce manque de 
légitimité, accordés par les chercheurs en sciences sociales, à l'étude 
de phénoménes supposés uniques, furent contrariées, vers la fin des 
années 60 aux Etats-Unis, par la légitimation accrue accordée au concept 
d'ethnicité dans le-discours public. 

Il n'en reste pas moins que peu de chercheurs se sont occupés d études 
comparatives ou théoriques du génocide, et. qu'une grande partie du 
débat est consacrée à la définition du phénoméne. Les controverses 
entre les chercheurs sur la question si la.définition donnée par 'UNGC 
est adéquate, se concentrent sur l'exclusion de certains types de groupe 
(politique, sexuel, classes sociales), et sur la décision problématique sur 
l'intentionnalité. En nous référant au débat originel et aux travaux des 
experts juridiques, nous démontrons que l'intentionnalité a souvent été 
mal interprété. Il s'agit d'action intentionnelle et non pas de motivation. 
Exclure de la définition toute référence à l'intention revient à dénuer 
de tout sens le concept de génocide, en y ajoutant des phénoménes 
divers, y compris les accidents industriels. ou les. morts de guerre. 
Nous proposons alors une définition sociologique qui est compatible 
avec celle de 'UNGC mais plus inclusive: Le génocide est une action 
prolongée et intentionelle, perpétrée dans le but de détruire, directement 
ou indirectement, une collectivité, par l'interdiction de la reproduction 
biologique et sociologique des membres du groupe, action poursuivie 
sans égard à la non-hostilité éventuelle ou à l'absence de menaces 
` proférées par les victimes. 

Cette définition re s'oppose pas.à seiles données par la Supa des 
chercheurs, sauf celles qui voudraient écarter toute référence aux inten- , 
tions. Elle exclut, quant à elle, et à la différence de Kuper (1981), les 
morts résultant d'un bombardement sans intention manifeste d'éliminer 
un groupe humain. La frontiére contestée entre le génocide et les morts 
en masse occasionnées par la guerre a suscité beaucoup de discours 
rhétoriques à motivation politique, en provoquant des accusations qui 
restent souvent peu réfléchies; nous, réexaminons les accusations de 
génocide contre les USA au Vietnam (déclarées non prouvées) et 
celles contre l'URSS à l' Afghanistan (où il existe-un chef d'accusation 
prima facie). 

La guerre et le génocide ont changé au cours des années, probablement 
sous une méme forme curvilinéaire. Ils ont connu un décroissement avec 
la limitation de la guerre par les normes de la civilisation et par les régles 
de guerre, pour augmenter plus tard, au 20e siècle. Pendant ce siècle, là. 
guerre totale, comprenant une destruction massive, est devenu générale. 
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Les états révolutionnaires et les autres états nés au cours du siècle ont 
employé souvent le génocide. 

Pour distinguer, entre le génocide et les crimes de guerre, et, en 
plus, pour raffiner la classification des génocides, nous proposons- un 
paradigme qui comporte les éléments suivants: 1) attaques poursuivies 
ou répétées menant à la mort des victimes (avec signalement des moyens 
divers de tuer); 2) façon de s’organiser parmi les auteurs du crime; 3) 
autorisation des meurtres donnée par l'état ou par un acteur organisé; 4) 
sélection des victimes en raison de leur appartenance à une collectivité 
(y compris preuves de. discrimination ou de sélection préalable); 5) 
attaques sur des victimes sans moyens de défence et ne proférant aucune 
menace aux auteurs du génocide; 6) preuve d’intention préméditée; et 7) . 
absence de sanctions susceptibles de réprimer les crimes dirigés contre 
le groupe victime. Parmi les autres éléments essentiels du paradigme 
sont: 8) justifications du génocide; 9) contextes du génocide; 10) 
réactions des spectateurs; 11) réactions des victimes; 12) interactions 
entre ces réactions; 13) effets sur les victimes; 14) effets sur les auteurs; 
et 14) effets sur le systéme international. 

Le tableau 1, à la page 28-9, démontre la diversité des génocides 
discernés par les chercheurs, et les affinités entre leurs typologies. 
Notons la spécificité de l'approche de Harff et Gurr, dont la catégorie 
globale de ‘victimes de l’état” est divisée entre *politicides', tués à cause 
de leur róle politique (ou leur activité oppositionnelle), et 'génocides', 
où les victimes sont tuées à cause de leur identité communale. | 
+ Les explications offertes pour le génocide sont diverses, premièrement 
parce que les chercheurs partent de présupposés différents; en plus 
ils dirigent leur attention sur des types différents de génocide.. Les 
explications les plus souvent choisies sont soit les types structuraux soit 
psychosociologiques. Les partisans de ces deux orientations s’accordent, 
le plus souvent, sur le fait qu'une précondition nécessaire, .mais 
non: pas suffisante, du processus de victimisation est la définition 
préalable du victime comme extérieur à l'univers d'obligation: c'est 
lui l'étranger, l'inconnu,. l'ennemi, lintrus, le groupe pariah, une 
communauté nationale identifiée comme étrangére, sans qu'un état- 
nation étranger la protége, et, enfin, les peuples indigénes qui n'ont 
jamais été intégrés dans la communauté politique. Les structuralistes 
soulignent l'intéraction des conditions préalables qui rendent probable 
le génocide. Les explications psychosociologiques se portent plutót sur 
des états intérieurs, des pulsions, des sentiments (agression, peur de la 
mort) et sur les habitudes de réponse apprises, telles que l'obéissance à 
l'autorité et Ja susceptibilité aux leaders autoritaires. 
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' Parmi les préconditions notées par les structuralistes sont les 
idéologies nationalistes ou racistes qui sont exclusives, le déclin de 
l'état ou la crise de l'autorité étatique, l'avénement au pouvoir de 
régimes révolutionnaires ou totalitaires, la lutte pour le pouvoir parmi 
les groupes différents d'un état nouveau, et:l’ouverture des nouvelles 
territoires, destinées au développement ou au dépouillement. Il y á enfin 
les conditions facilitantes, surtout les guerres qui laissent les victimes 
moins visibles et rendent peu probable, sinon impossible, une protection 
éventuelle de Ia part des autres états. Notre propre explication résume, 
comme ‘conditions communes’ une ‘crise d' he perçue comme 
etant causée ou entravée par le victime’. 

La plupart des études de cas et des études comparées du génocide, 
de ses causes, ses effets, et de'ses rapports avec d'autres questions 
sociologiques, se sont portées sur l'Holocauste. Si l'on examine les 
arguments pour la singularité de cet exemple de génocide, cela ne 
veut pas dire que l'on nie la pertinence des études comparatives, mais 
démontrent plutót la nécessité des comparaisons sophistiquées, qui se 
servent de cas semblables. La comparaison exige un discernement dans 
la construction des catégories typologiques, l'analyse des fonctions 
d'événements similaires, l'explication des structures sociales qui rendent 
plus probable le génocide, et la volonté de reconnaitre les différences. 
Les utilisations abusives de la comparaison, à l'heure actuelle, pour 
démentir, pour neutraliser ou pour obfusquer des génocides particuliers 
montrent aussi le besoin de désintéressement, de bonne foi, et d'analyse 
soigneuse des présupposés et des arguments. Toute comparaison qui 
prend comme archétype un seul génocide va nécessairement tromper. 

Ce texte résume la recherche sur les génocides idéologiques, en 
essayant de distinguer (dans les études de l'Holocauste) l'examen du 

` succès relatif de la Solution Finale, l'adaptation des victimes dans les 
camps de concentation/extermination et les effets des camps, le róle 
des conseils juifs, le. rôle des spectateurs, et l'idéologie-et l'identité 
des assassins. En essayant une comparaison de l'Holocauste avec le 
génocide arménien, nous notons plusieurs ressemblances: le déclin . 
préalable de 1’ Allemagne et de l'Empire Ottomane (les pertes ayant eté 
occasionnées par la guerre ou par des révoltes populaires); l'adoption, 
de la part des élites venues au pouvoir dans les deux cas, de mythes et 
d'idéologies basés sur le destin du groupe-dominant (d’où étaient exclus, 
par hypothèse, les victimes); les objectifs territoriaux et. géopolitiques 
des coupables qui désignaient la masse des victimes possibles; et enfin, 
les guerres mondiales, qui fournissaient des moyens de masquer les 
génocides et d'échapper aux sanctions éventuelles. 
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Parmi les auteurs les plus souvent reconnus comme génocidiaires, 
de 1945 à nos jours, sont les états qui.figurent sur Ja page 87. Nous 
passons en revue la recherche sur le génocide en URSS et dans d'autres 
états communistes, du génocide et des meurtres génocidiaires dans les 
états nouveaux.et les 'sociétés plurales', et du génocide et de la 
mort des. peuples indigénes, surtout en ce qui concerne l'Amérique 
du Nord. | 

Les états les plus souvent coupables de génocide et de politicide, 
selon Harff et Gurr (1989) sont les états révolutionnaires à parti unique, 
presque tous des états marxistes-léninistes. Ces états définissent leurs 
victimes en termes de classe, en traitant d’ennemis même des classes 
factices (comme les koulaks), et en classant les citoyens selon leur 
valeur ou leur loyauté supposées: le peuple ou l’ennemi du peuple. Les 
idéologies d’état marxistes engendrent aussi des justifications, en raison 
de leurs buts utopiques qui transforment les meurtres d'aujourd'hui dans 
les moyens de construire une société meilleure. Il faut encore beaucoup 
de recherches et d'examens critiques pour évaluer les enquétes et 
les témoignages venant de l'URSS. Dans le cas du Cambodge sous 
le Khmer Rouge — le seul génocide d'aprés-guerre motivé par une 
idéologie, ces motivations-là étaient renforcées par un chauvinisme 
ethnique: de purger les Khmers de toute influence étrangére. 

La plupart des génocides d'aprés-guerre se laissent considérer comme 
des génocides rétributifs, déclenchés par une menace apparente à la 
domination de l'ethnoclasse dirigeante. En certain cas, l'auteur est 
un état envahisseur qui cherche à s'imposer sur un autre peuple. En 
d'autres cas, il s'agit d'une société multi-ethnique, dont la forme la 
plus extrême est la société plurale ou divisée, dans laquelle certains 
groupes ont.été incorporés dans l'état d'un maniére qui varie selon 
leur statut de groupe. Les: génocides et les massacres génocidiaires 
dans ces états-là ont lieu, le plus souvent, aprés le transfert du pouvoir 
et la démocratisation, plutót que pendant la période de domination 
coloniale. La lutte pour le pouvoir entre ces groupes est renforcée par 
certaines structures politiques: la démocratie parlementaire bipartisane, 
par exemple, si les partis correspondent aux groupes. La domination des 
régimes génocidiaires est facilitée par l'impossibilité de toute sanction 
négative, de la part des organismes régionaux et internationaux et des 
organismes non-gouvernementaux pour l'aide et le développement. 

Le type le moins fréquent de génocide enregistré depuis la Guerre 
est le génocide des peuple indigénes. D'autres sources, pourtant, 
nous aménent à suggérer que ces génocides sont sous-estimés, 
étant moins susceptibles d'étre observés et enregistrés que les 
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meurtres des populations urbaines ou sédentaires. Ce sont les 
cas où l'on rencontre le plus de difficultés à les vérifier et à 
établir une intentionnalité. L'étude de l’histoire américo-indienne 
nous montre que, malgré l'absence de toute politique fédérale 
autorisant le génocide, le gouvernement des USA “était prét à 
employer le génocide comme’ moyen de coercition envers les tribus 
qui résistaient à l'ethnocide ou recouraient à la résistance armée" 
(Chalk et Jonassohn 1990: 23). Il a été suggéré (Barta 1987) 
que l'intentionnalité est inessentiel et superflu comme critére pour 
comprendre les génocides des peuples indigénes,.qui relèvent des 
rapports sociaux et des structures sociales conflictuels. Cela efface 
la distinction entre assimilation ou ethnocide d'une part, et génocide 
- de l'autre, et obscurcit le réseau de. responsabilité personnelle et 
organisationnelle. Chalk et Jonassohn (1990) et Whitaker (1985) 
proposent que les actes d'omission voulue soient rajoutés aux actes 
proscrits. Sans avoir pu, dans le passé, protéger les populations 
des maladies importées par les colonisants, contre lesquelles elles 
n'avaient aucune immunité, nous pouvons aujourd'hui prévoir de telles 
conséquences et prendre les mesures nécessaires pour protéger la santé 
et la sécurité des populations indigènes, à condition qu'il existe une 
volonté sociale de le faire. Nous pouvons aussi indiquer les politiques 
qui méneraient, de maniére démontrabie, à la mort des peuples indigénes 
et qui seraient interprétées comme actes de génocide selon la définition 
donnée par la Convention de l'ONU. Cela nous suggére qu'il faut 
maintenir, et raffiner, la définition juridique de génocide plutót que 
l'abandonner. s Y 

Les suites d'un génocide ménent souvent à la dénégation et au 
refoulement, là où un jugement publique n'a pas eu lieu. Il y a eu 
peu d'exemples jusqu'ici de procés nationaux, et aucun si le méme 
gouvernement reste au pouvoir. Remettre en mémoire — afin de faciliter 
la mise au clair et la compréhension des causes et des conséquences 
des génocides antérieurs — est un moyen de décourager de futurs 
génocides et, en méme temps, de réconcilier les auteurs avec leurs 
victimes. : : 

Beaucoup de. chercheurs en sciences sociales ont esquissé les 
avantages de construire des modéles pour prédire le génocide, sans 
‘avoir beaucoup réfléchi sur les stratégies possibles. Ceux qui considérent 
ces réponses soulignent la possibilité de renforcer le róle des organismes 
internationaux non-gouvernementaux concernés par les droits de 
l'homme, et sur la légitimation de l'intervention humanitaire. Une 
autre stratégie de dissuasion consisterait à rechercher une solution 
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non-violente des conflits susceptibles de devenir génocidiaires. Nous 
examinons, dans le présent texte, la gamme des questions et des réponses 
qui restent, et proposons un ordre du jour pour la recherche de base et . 


pour la recherche appliquée: afin d'apprendre du passé et d'avoir une 
influence sur l'avenir. 


Lf 
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Preface 





This volume, while the responsibility of the editors and authors, 
is in many respects a- product of the Research Committee of 
Economy and Society of the International Sociological ‘Associa- 
tion. Both of us were among the founders of that Committee, and 
both of us have served as Chair during the past ten years. We 
would like to think of the book as an expression of the mission, 
work and future of that Committee. 

The idea for a kind of state-of-the-art volume occurred to us 
about the time of the World Congress of the ISA in Mexico in 
1982. We discussed it among colleagues at that time, and received 
a generally positive response. As is almost always the case with 
international projects, the gestation, planning, commitment, 
writing, defaulting, substituting, delaying, editing and negotiating 
process took many years. We would not boast that we have set 
a record for in-embryo existence, but we have come close. It is 
for others to evaluate this book, but we are satisfied that its final 
appearance will help to consolidate the growing tradition of inter- 
national research on problems of economy and society, and to 
contribute modestly to the quality of that tradition. 

We would like to thank many for their co-operation and 
assistance. Our first debt is to the authors, for both their perfor- 
mance and their forbearance. We thank the Publications Commit- 
tee of the ISA for making it an official Association publication; 
Stephen Barr of Sage Publications for his positive reception of 
the manuscript and his intelligence and sensibility in negotiating 
its publication; and Christine Egan, assistant to Neil Smelser, 
who facilitated everything with her attention to the mountains of ` 
correspondence and processing of multiple manuscripts. 


Alberto Martinelli, University of Milan 
Neil J. Smelser, University of California, Berkeley 


Journal Editor’s Note 


“Some three years ago, Current Sociology published an influential 
trend report by Richard Swedberg on Economic Sociology. The 
present volume, published also in book form, may serve in part as 
a complement to Swedberg’s review of this rapidly growing field; 
it also includes chapters on such sociological topics as the ideo- 
logical origins of entrepreneurship, the sociology of education, 
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ECONOMIC SOCIOLOGY: 
HISTORICAL THREADS AND ANALYTIC 
ISSUES 


Alberto Martinelli and Neil J. Smelser 


Throughout its history sociology has shown a tendency to be 
complex and diversified in content, without notable consensus 
with respect to its paradigmatic organization, and permeable at its 
boundaries. At the same time certain themes have continued to 
arise and rearise, thus lending a continuity to the discipline. 
Among these themes are inequality and stratification, social 
integration, the nature of community, the nature of society, and 
societal development. Central among these recurrent themes is the 
relationship between economy and society. Few classical socio- 
logists failed to give this motif a central place in their theories, 
and it continues to be the focus of a vital concentration of 
research and debate in contemporary times. That focus is also 
notable because it has occupied a place for economists as well, 
though in many cases their thought about this relationship has 
taken the form of implicit assumptions rather than explicit 
analysis. We divide our introduction to this state-of-the-art collec- 
tion of essays on economy and society into two parts: a review 
of some classical theoretical formulations at the macroscopic level 
and a statement of some centrai analytic issues in economic 
sociology. 


Part I: Major Formulations of Economy-Society 
Relations 


Modern Capitalism and Classical Political Economy 


As the second part of this introduction will indicate, it is possible 
to treat the relations between economy: and society in analytic 
terms, without special reference to distinctive historical eras or 
types of society. In its historical origins, however, the economy 
and society is closely linked with the rise of industrial society and 
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with its attendant, largely middle-class democratic revolutions 
beginning in the second half of the eighteenth century. Its rise as 
a distinctive preoccupation of social thinkers can be understood 
as conditioned by two basic developments associated with those 
revolutionary changes: (1) the growing differentiation of 
economic structures from social structures and relations — for 
example the differentiation between economy and state in the 
early, laissez-faire stages of capitalistic development, the dissocia- 
tion of kinship from economic production under the factory 
system. This separation permitted the development of a culturally 
separated field of economics, with sociology and its sub-branches 
emerging and consolidating later; (2) the problem of social order 
(integration) as this preoccupied the emerging social commen- 
tators and social scientists; in particular, the potential for 
` capitalist - economic structures and processes to generate 
inequalities and injustices, disrupt community life, and to foster 
social instability became the foci of attention. In these senses the 
study of economy and society arose from those intellectual 
attempts, modelled after the scientific mode of enquiry, to grasp 
the fundamentals of modern capitalist society. 

The rise of the relevant modern social sciences, then, represents 
a kind of double differentiation: first, the differentiation of 
distinct social structures (economic production, banking, markets 
and distribution structure, urban structure, modern kinship struc- 
ture) from one another, thus making them more visible and 
accessible to study; and second the differentiation of the social-^ 
scientific mode of enquiry from existing philosophical, religious . 
and historical thought, carrying forward some of the.themes of 
that thought but simultaneously emulating the  logical- 
experimental methods as these had developed in the natural 
sciences, 

The starting point of. our illustrative. historical account. is 
classical political economy, the first coherent and systematic 
attempt to understand economic and social relations in a modern 
scientific sense. Adam Smith’s political economy is based on the 
postulate of homo oeconomicus: a simplified set of assumptions 
about human action, seen as the result of the behaviour of 
isolated individuals, each pursuing his or her own interests and 
making free and rational choices after having calculated the 
prospective costs and benefits. (The economic actor is thus am 
‘exceptional statistician’, as Arrow ironically defined him later.) 
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. On the basis of.a further set of assumptions and calculations, 
Smith: came to regard the equilibrium of the market and social 
order as the spontaneous outcomes of the profit-maximizing 
activities of individuals.! The market dynamics by which this 
result: was attained followed from Smith's special solution of 
humanity’s relation to the natural environment and to each other - 
as flowing from maximizing behaviour in satisfying their: wants 
and.in choosing the means to satisfy them. The- attendant 
processes were presented^as the natural laws of economics, 
applicable not only to early capitalist society but presumably over 
a. wide historical and comparative sweep. ' 

The first creative simplification: of classical economics, then, 
was the simplification of human psychology by: adopting the view 
of people as instrumental, .rational,, maximizing materialists. 
While this simplification excluded most of the rest of psycho- 
logical nature, an argument might still be. made: for it on 

theoretical and methodological grounds as necessary for creating 
an analytical model fór scientific analysis.? (It was a ‘model’ in 
a-second-sense, for it contained. a set of idealized criteria for 
evaluating the: correctness or incorrectness of existing economic 
arrangements and for guiding social policy.) There was.a second 
creative simplification, too. By focusing more: or less exclusively 
on economic motivation, behaviour and interaction, other 
features of social action and sócial structure were left out of sight 
or reduced: the dynamics of culture were frozen into fixed tastes 
and preferences; collective action was expressed as an aggregation 
-of individual ‘actions, without an internal social dynamic; the 
“polity was represented passively, with little attention to the 
- processes of political conflict and negotiation leading to policies; 
and aspects of personal interchange other than the economic were 
. left out of account.’ In its classical formulation, in short, the 
classical solution :was.as near as might be imagined to a pure 
economic solution; it is difficult to say much about economy and 
society within. the confines of such an extreme: formulation, 
because so many aspects. of that ponent were resolved by 
simplifying assumptions.. 

The unreality and the evident limited applicability: — limited, 
that is, to a certain model of ‘capitalist society — has”: been 
addressed and in some ways overcome by developments along two 
lines: first; economists themselves have .altered the specific 
assumptions of the-classical school and extended its applicability, 
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as we will illustrate later. Second, as time went on, the social 
sciences — dealing directly with those parts of the society that the 
economists had simplified — began to develop, and take the form 
of major social science disciplines we know at present, mainly as 
sociology, anthropology, and political science, but more specific 
bodies of knowledge as well, such as demography, information 
science and organization theory. . 

The rise of the other social sciences — and here we have 
sociology most in mind — was also conditioned in large part by 
the conditions of early industrial capitalism.’ As indicated, the 
social changes initiated by the commercial and industrial revolu- 
tions involved a series of differentiations that produced new 
institutions — the modern family, the urban community, new 
agencies of social control such as the police — that became more 
clearly visibile as objects of study. In addition; the urban and 
industrial changes produced a whole.new range of social problems 
— crime, addictions, broken families, poverty — which 
demanded explanation and amelioration. But above all, the pace 
of change, the instabilities, the strains and contradictions of the 
economic revolution led to the erosion if not destruction of many 
traditional integrative institutions, such as the monarchy, the 
church, the local community, the artisan guilds, and the extended 
peasant family; much of the agenda of the emerging new social 
Sciences was thus concerned with the problems of integration, or 
the problem of ‘how is society (or social order) possible?’ 

Those social scientists working on the edges of the already 
developed economic sciences adopted a range of strategies in rela- 
tion to them. Pareto, for example, took economic explanations as 
more or less adequate to analyse one kind of social action, and 
invented other constructs (for example ‘derivations’, ‘residues’) to 
deal with other aspects of reality (Pareto, 1935); Weber took the 
mentality of modern society (‘rational calculation’) as a 
phenomenon to be explained, and laid out the ideal-type institu- 
tional conditions under which it was possible (Weber, 1947); and 
Marx and Polanyi (1944), while addressing some of the problems 
of classical economics directly, looked outward and raised 
questions about phenomena (for example, class conflict, group 
. hegemony, political instability) that; were outside Ane analytic 
realm of classical political: economy. 

Whatever the historical origins of the rise of economics and 
sociology as separate disciplines, their emergence as such poses 
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three sets of questions: first, what are the formal relations between 
them . with respect to logical structure, types of hypotheses, 
explanatory models, and so on? second, what are the distinctive 
ranges of empirical data each calls into question and generates 
findings about? and third, how can the substantive findings of one 
modify the parametric. assumptions of the other and vice versa? 
In the remainder of Part I we will consider the thought of 
. several general theories in the tradition of economic sociology — 
Karl Marx, Max. Weber, Joseph Schumpeter, Karl Polanyi, and 
Talcott Parsons and Neil Smelser — each of whom attempted to 
work out alternative and more comprehensive frameworks for the 
study of economy and society than those generated by the 
classical political economists.* Each attempted to address issues 
associated with the three questions.posed in the last paragraph, 
though Mun varying degrees of completeness. ; 


Karl Marx. In his own programme, Marx had in-mind neither 
revising classical political economy from within nor forming a 
new social science: completely distinct from it; he was aiming to 
generate no less than a new theory' of society. While he incor- 
porated most.of Ricardo's theoretical insights, he ‘historicized’ 
them by regarding the ‘natural laws’ of political economy as rele- 
vant only to a specific phase of a world-historical evolutionary 
process, the phase of bourgeois capitalism. The larger set of laws 
within which political economy (and other forms of knowledge 
specific to other economic phases) is the definite sequence of 
historical phases through which human society passes. Each phase 
has its own dominant modes of production and distribution; and 
its own set of principles of functioning. The other item on Marx’s 
agenda, of course, was the idea of revolution, which referred 
both to the mechanism of transition from one phase of economic 
development to another, and to the purposes to which his own 
knowledge was to be put in the revolutionary destruction of 
capitalism. 

Marx's conception of the relations between economy and 
society parallels his distinction between two pairs of key concepts 
in his theory: productive forces vs. social relations of production 
and structure vs. superstructure. His most succinct statement of 
the former is the following: ‘in the social production of their 
existence men enter into necessary relations, independent of their 
will, which correspond to a given stage of development of 
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productive forces’ (Marx, 1913). By this assumption Marx 
replaced the classical economists’ assumption of free and rational 
choice with a more deterministic one: forces rooted in the mode 
of production impose themselves upon individuals. The real, or 
structural ‘basis of society is the complex of productive forces 
- (machines, labour, technical knowledge) and the corresponding 
social forces (property rights, authority, class relations). Resting 
on this structure is the superstructure, constituted by legal and 
political institutions and by culture, and determined by and 
expressing the material conditions inherent in the structure. 
Marx’s theory of social change — which replaces the natural- 
istic materialism of classical economics — is rooted in a process 
of dialectical materialism. This conception regards society as 
never static but as totalities in the making. The engine of change 
is contradictions between the structural and the superstructural 


forces. The fundamental type of contradiction — analysed most © 


completely with reference to capitalist society — is the changing 
division of labour, which generates inequalities, as well as asym- 
. metries of power and class conflict. Applying: the method of 
dialectical materialism means identifying the primary contradic- 
tion of vital ruptures in society, including the forces that. are 
rising to negate the existing relations. Marx regards, the crucial 
contradictions in the dialectical process as material, not cultural. 
This is what is meant by the famous dictum that Marx turned 
Hegel upside down; to regard real, economically based class 
interests and conflicts, not ideas, as the driving force of civiliza- 
tion. : ; 

Capitalism is like all other phases of history in that it contains 
the germs of its own destruction. But in capitalism the process is 
_ particularly accelerated: 


The bourgeoisie cannot exist without continuously transforming the means of 
production, hence the relations of production, .hence the whole of social rela- 
tions. . . . The continuous revolutionizing of production, the unceasing shaking 
of all social conditions, the eternal uncertainty and movement distinguish ‘the 
bourgeois epoch from all previous Ones. . bee Everything which is solid melts 
into the air. ... (Marx and Engels, 1964: 7) 


The basis for this dynamism — and the resulting. precariousness 
and ephemerality — of capitalism is found in the mechanisms 
that propel it forward. It is driven by an intense competition 
between firms in the market, which makes for an accelerating 
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process of improvement of the bases.of productivity, mainly by 
the application of superior technology to the means of produc- 
tion. This process of improving technology, moreover, is simul- 
taneously a means of exploiting the labouring class further 
through an accumulation of greater surplus value; as such it 
intensifies the inequality of owners and workers, and increases the 
conflict between them. Through this complex process involving 
competition, the intensification of contradictions, the concentra- 
tion of capital, the falling rate of profit, overproduction, and 
recurrent crises, capitalism speeds toward self-destruction. This is 
realized through the process of increasing worker class conscious- 
ness and ultimately worker revolution, which serves to destroy the 
capitalist system and replace it with a communal mode of PRÈQUE, 
tion. 

In Es this theory Marx widened the scope of the 
economy as it is found. in other versions of social theory — as a 
System more or less isolated from society as in classical 
economics, or as one cognate system among. many as found in 
some functionalist theories. For Marx, the-forces emanating from 
the economy radiate throughout society and continuously trans- 
form it through the generation: of contradictions. (This view of 
‘economy and society as found in Marx is a more accurate rendi- 
tion, we believe, than a static ‘reductionist’ or ‘deterministic’ 
reading.) Taking classical political economy as a starting point, 
Marx expanded its horizons in two directions: first, instead of 
taking its basic character as a given, he developed a theory of 
social change that gave an explanation for its historical appear- 
ance; and second, at the other ‘end’ of the economic conse- 
quences, he. regarded some of the consequences which the 
economists regarded as the ‘end of the line’ (for example distribu- 
tion of the shares of income) and treated them as a phenomenon 
(a class system) with an entire dynamic (class conflict) and 
outcome of its own.. 

To look at this matter of widening the scope of the senan 
in yet another way: like the political economists, Marx took as his 
starting point the analysis of exchange relations. But instead of 
taking these as given, he moved ‘behind’ them, as it were, .and 
attempted to account for them not in terms of their internal laws 
(supply and demand) but in terms of the double significance of 
human labour as a good and as a source of economic value. This 
formulation is, of course, the labour theory of value associated 
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with Marxian economics. And while this theory has generated the 
greatest storm of criticism and debate as to its verifiability and its 
validity, it stands — from our special perspective here — as a 
broadening of the classical economists’ vision of economy and 
society. 

In addition to its status as an economic theory, Marx’s work 
has a sociological core. This core is his focus on social classes as 
the actors in the dynamics of social change. In the first instance, 
of course, classes are ‘deduced’ from the economic categories of 
labour, surplus value, wage and profit. But above and beyond 
this Marx develops a theory of the process by which class groups 
become more than social categories (Klasse ftir sich). While the 
dynamics of the dialectic posit a certain inevitability in this 
transformation, there is at the same time a conception of agency 
_ in the theory. Geographical concentration and proximity in the 
work place, processes of communication and the development of 
common consciousness, the appearance of leaders, and their 
fashioning of an organized collectivity — these are the mechan- 
isms by which a class comes to form its own purpose and destiny. 
This view of a sociological process that develops within a 
framework generally determined by economic relations and forces 
also strikes us as a sounder rendition of Marxist theory than of 
static determinism. 

The evolving history of capitalist societies has indicated that 
Marx's sociology of class formation and class action is more com- 
plex than he foretold, and for that reason the fate of capitalism 
as a whole has differed, too. His view of an industrially based 
proletariat has been complicated by the rise of armies of service. 
workers and the barriers to class consciousness and class action 
that accompany this development. In some cases, too, the very 
instruments that would be regarded as arms of the proletarian 
struggle — unions, parties, and so on — have proved historically 
to be bases for integrating workers into the system and dulling the 
revolutionary impulse. The development of other institutions as 
capitalism moves forward — specifically, extensions of the 
democratic franchise and the development of systems to safe- 
guard the security and welfare of workers — have had the same 
kind of effect. Yet, different as these outcomes are to what Marx 
originally envisioned, they stand in one sense as proof of the 
strength of those underlying forces of economy and class that : 
shaped them. For these reasons, Marx’s theory must be regarded 
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as one of the fundamental contributions to the analysis of the 
relationship of economy and society, because it reintroduced the 
economy into the social system, identified some of the major 
contradictions of industrial capitalism, and laid the groundwork 
for a sociology of classes and class action. 


Max Weber. Many historical commentators have tended to 
stress the differences between Marx and Weber, especially in rela- 
tion to Weber’s sometimes antagonistic dialogue with Marx on 
the relative importance of material and cultural factors in history. 
Genuine as this difference is, it is equally important to point out 
their affinities. First, both succeeded in widening the view of the 
relations between economy and society from that of the classical 
economists. Second, they both ‘historicized’ capitalism through 
their historical and comparative studies. Third, they took as 
contingent rather than fixed the relationship between economic 
and social forces — Marx regarding that relationship as dialec- 
tical and Weber as mutually ‘conditioning. And finally, both 
stressed the intrinsically contradictory and conflictual character of 
all social systems, including above all that of rational bourgeois 
capitalism. : 

But to return to the differences. Marx's main avenue for under- 
standing the capitalist mode was to root it in a genera! theory of 
historical development, of which it was the most advanced form. 
Marx strove to understand the anatomy of capitalism, in short, 
through the laws of its evolution. By contrast, Weber selected 
certain aspects .of. capitalism, identified certain correlations, 
congruences and conditional relations between those aspects, and 
attempted to verify these by, drawing comparison with non- 
capitalist societies — without, however, attempting to formulate 
a general theory of change of philosophy of history. It is true that 
Weber had a number. of very recurrent preoccupations, especially 
to discover the key to the character of western rationalism and to 
focus on the relations between fundamental religious beliefs and 
economic structures and processes; but even- in these efforts 
Weber focused on certain central relationships and did not 
develop — indeed, remained hostile to — a fully- fledged model 
of explanation or historical evolution. 

In addition to this cautious — relative to Marx — methodology 
of explanation, Weber was more reluctant to establish a definite 
link between scientific (theoretical-empirical) analysis and moral 
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conclusions. For Marx, the moral necessity for the downfall of 
the capitalist (or any other) system was as clear as .— indeed, 
derived from — its historical necessity. Weber was aware that 
scientific findings had moral implications, but these were not 
derived. Furthermore, his rigorous distinction between value 
judgements and factual judgements reveals this same sense of 
contingency. This probably explains why Weber holds more 
fascination than Marx for those engaged in complex comparative . 
scholarship and why Marx holds more fascination for leaders of 
mass social movements and for ‘intellectuals’ in general. 

A third difference between the two theories is that while Marx 
focuses clearly on the functioning of the capitalist system (profit, 
innovation, competition and accumulation), Weber attends more 
closely to questions of the genesis of capitalism. Marx’s theory of 
primitive capital accumulation as the transition to modern society 
is not a thorough historical study but a reconstruction of the 
processes of capital formation and the liberation of labour from 
serfdom and corporate ties. Weber’s focus, on the other hand, is 
more precisely on the historical conditions underlying its genesis 
(as well as its failure to appear) and is grounded in the most: 
thorough scholarship on religion and other causal factors. 

A fourth difference concerns thé substantive relations between 
economy and society. Weber virtually reverses Marx's emphasis in 
places. He takes the same economic phenomena — free wage 
labour. and profit-making — and analyses them in terms of 
cultural and motivational significance. Both are related to the . 
phenomenon of rationality, which helps explain the rise of capital : 
accumulation and the structuring of labour. However, Weber 
does not totally reject Marx's emphasis on material relations and 
conflictual class relations; what he does reject is Marx's 
monolithic formulations, arguing that economic interests are only 
one factor, existing side by side with ideal interests and the strug- 
gle for domination. : 

Weber’s substantive writings are enormously varied, ranging 
from the early writings on commercial law and ancient economic 
history to the first sociological works on the transformations of 
agrarian relations and the psycho-physics of industrial work; from 
the methodological essays to the great comparative studies of 
religions and from the systematic analysis of the relationship 
between economic and social action to the late lectures on econo- 
mic history. Running through all of them is the preoccupation 
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with the nature of-rationality in general and the nature of modern 
capitalism and western rationalism in particular. . 

Similarly, his explorations of the relations between economy 
and society are wide-ranging in content, dealing with the relations 
between. capitalism . and bureaucracy, the relations between 
economic class and other.forms of stratification, the link between 
market freedom and the growth of cities, and the tension between 
formal and substantive rationality in economic action. But the 
most important thread in.these writings is the link between 
religious ethics, ecoriomic mentality and economic action, which 
is al$o central to the understanding of rationalism and capitalism 
in the West. - ` : : 

For Weber, modern cialis is a great complex of inter- 
related institutions, including--the market economy, ‘business 
corporations, free and voluntary labour, public credit, a-stock 
exchange, and so on. Each institution has its ‘own history and its 
own relations with other institutions.. However, for "Weber; 
especially in his essay.on the Protestant Ethic but also in his more 
general comparative religious studies, this complex of institutions 
is tied together by:a common mentality, the.spirit of capitalism, 
which.is:in turn related to the ascetic ethic of .Calvinism and 
Puritanism. . *« 

To review the: essentials of .Weber’s argument, ‘both the 
. capitalist entrepreneur and to some degree the individual wage 
earner are distinguished from their historical predecessors in 
traditional economies by virtue.of their rational and systematic 
pursuit of economic gain, reliance on calculation measured in 
relation to this economic criterion, the extension of trust through 
credit, and the subordination.of consumption in the interests of 
accumulation. These are the elements of the.rational economic 
actor's Zweckrationalität, by which he establishes a systematic 
relationship between preferred goals and.the best means to reach 
them. 

In his famous and controversial thesis, Weber argued that the 
advent of ascetic Protestantism provided an especially fruitful 
breeding ground for the mentality of economic rationality. 
Rational action becomes possible when human beings postulate a 
natural reality free from magical and ritual elements and: a 
religious faith posited on the absolute transcendence of God. 
While many of the elements of ascetic Protestantism are found in 
Jewish monotheism, with its rational prophecies, and the early 
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Christian tradition, the Reformation, especially in its Calvinist 
manifestation, brought these elements to fruition. In this religion 
humanity stands alone before God, without the mediation of rites 
and ceremonies of repentance and absolution; the sacred is not 
immediately apparent as it is in primitive religions, and salvation 
is not possible through sacraments, as'in Catholicism. Rather, 
each individual's state of grace is determined (‘predestined’) by 
God's inexorable choice. Defined as such, the problem of salva- 
tion is a painful one. Each person. must consider. himself or 
herself as chosen and reject doubt as the work of the devil; lack 
of self-confidence in this is seen as a sign of insufficient faith. 
The critical link in Weber's reasoning is that unceasing, planned, 
methodical work and the rational organization of life are seen as 
‘evidence’ of this self-confidence and, ultimately, the possession 
of grace. When this viewpoint, is applied to profane. economic 
activity, it is translated into. the notion of. worldly success, 
because of its evidence of planning: and self-control. By this 
complex formula Weber arrives at the final irony: that materi 
success is a sign of ascetic realization. 

In developing this case, Weber shunned deterministic claims 
and put forth no case that he was building a general theory. He 
was, first, aware that socioeconomic conditions, such as ‘the 
formation of medieval cities with a socially cohesive urban middle 


class and a universalistié ethic of trade, had influenced the 


religious movements of the Reformation. And, like Marx, he was 
aware of the legitimizing functions of beliefs in the arena of class 
relations. Finally, Weber considered the Protestant Ethic as only 
one — though a central one — of the phenomena which contri- 
buted to the rise of rationalism in western civilization, others 
being the development of experimental science, rational law and 
rational government administration. i 

The specific investigations into Protestantism and capitalism 
are embedded in an ambitious range of comparative studies in 
Weber’s work. They. are best seen as a.part of the great works on 
the economic ethics of the major world religions, published 
. between 1916 and 1919 in the Archiv für Sozialwissenschaft. 
From'these studies it is seen that the specific western relationship 
between Protestantism and capitalism is only a single instance of 
the relationship between the origins of an economic mentality and 
the specific contents of religious beliefs. 

In his comparative studies of religion and in the remainder of 
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. his last work, the incomplete Wirtschaft und Gesellschaft, Weber 
dealt with the problem of modern capitalism and western 
rationalism in two. ways: in the sociology of religion, the problem 
is dealt with directly, as Weber explored the linkage of the 
religions of classical China and India and ancient Palestine in 
terms directly comparable to his studies of the modern west. In 
his theoretical work on economy and society he dezlt with the 
problem more indirectly, as a systematic analysis of the typical 
relations between forms of economic life and modes of social 
organization, such as communities and organizations. His 
systematic exploration of multiple possibilities of relationships — 
often specifying their positive or negative. implications for 
capitalist development — supplies a larger theoretical base for a 
sociological understanding of the unique historical phenomenon 
of rational bourgeois capitalism. 

The methodological device by which Weber analysed the 
relations between economy and society — and a myriad other 
relations as well — was the ideal type. By this device Weber was 
able to construct generic concepts (bureaucracy, patrimonialism, 
pietism and so on) which were built in large part on inductions 
from historical study but at the same time were represented in 
such a way as to move a distance away from historical particular- 
ism and thus to permit statements of sociological relationships of 
a fairly general order. Another methodological distinction Weber 
pressed was that between the interpretive understanding of 
historical phenomena (Verstehen), and the establishment of causal 
relations between them, which he regarded as two separate: but 
essential features of investigation and verification in his scholarly 
programme. Weber's particular formulations relating to the use 
of ideal types and the role of understanding in investigation have 
been criticized extensively, but the social Scientific issues they 
iius to solve continue to be unavoidable. . v 4 


sh Se Whereas both Marx and Weber declined to 
work within the.traditions of classical political economy, each 
relativizing it and attempting to account for its subject matter in 
the context of a larger scheme, Schumpeter worked mainly within 
that scheme, especially in his work on business cycles and the 
impact of entrepreneurial innovation. He did. not attempt to 
substitute a different general theory of social relations for 
economic theory, but in his work used categories and insights 
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from cognate disciplines, mainly sociology but to a lesser extent 
political science and psychology. In common with both Marx and 
Weber, however, Schumpeter was concerned with the understand- 
ing of the particular historical: reality of capitalism as an 
economic system, and in integrating historical knowledge with 
theoretical constructions. From the’ standpoint of theoretical 
ambition, Schumpeter stood midway between the other two: he 
was more convinced than Weber of the feasibility of general, 
systematic theory and made an effort to synthesize ingredients 
from the various social science disciplines to this end; but he did 
not attempt, as did Marx, to construct a general evolutionary 
theory of economy. and society or a philosophy of history. .: 
: The sociological element occupied a large place in Schumpeter's 
work, mainly as a complement to the basic economic core. As he 
spelled out his view in the introduction to The History of 
Economic Analysis (1954), economic analysis has the task of 
studying how people behave at a given time and what effects 
derive from their behaviour, whereas economic sociology has the 
task of studying why they happen to behave in the larger institu- 
tional context in which economic activity is implicated. This stress 
appears implicitly in his frankly economic works on economic 
development and business cycles, but brought it directly into view 
in his great sociological works on capitalism, .socialism and 
democracy and on social classes and imperialism. f 
Schumpeter’s sociology interacts with his economics in at least 
three ways. First, in the development of key analytical concepts 
such as the entrepreneur, he utilized sociological and. historical 
insights to make his portrayal of that agent more realistic .and 
convincing. Second, in his attempt to transform the basic assump- 
tions of -economic theory — such as the rationality of the 
economic actor and the attainment of economic equilibrium — 
into workable research questions, he called upon insights and 
formulations from sociology and the other social sciences. Third, 
he was always prepared to invoke non-economic, predominantly 
sociological variables at any moment when economic analysis did 
not seem to yield an adequate account of matters; for example, 
in his analyses of the crises of capitalism he goes beyond the study 
of economic cycles and raises questions of its social-political 
contradictions. We will illustrate Schumpeter's methodological 
openness to sociology in relation to three topics in his work: the 
role of entrepreneurship, innovation and leadership in his theory 
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of economic development; the relationship between the entre- 
preneurial function and the formation of bourgeois classes; and 
the question of economic stability and social instability: in 
capitalism. 

The entrepreneurial function is the key element in Schumpeter S 
theory of development. He defined it as innovation — the intro- 
duction of a new combination of the factors of production (and 
labour) which, when combined with credit, breaks into the static 
equilibrium of the circular flow of economic life and raises it to 
a new level. The entrepreneur changes the conditions of supply, 
‘combines existing resources in new ways, and thereby: sets up a 
new production feature. Weber stressed the revolutionary 
character of the entrepreneur (and sometimes held it in the same 
kind of awe as Marx held the revolutionary proletariat). But even 
though it is sometimes -personified, Schumpeter regarded the 
entrepreneur mainly as a function: it does not imply the requisite 
of property, is not based on the assumption of risk, and does not 
require belonging to a-business organization. But it remains the 
case that the entrepreneurial function is clearly and dynamically 
set aside from the activities of the everyday businessman. 

To demonstrate the’ entrepreneur’s exceptional qualities and 
role, Schumpeter drew on a range of sociological and psycho- 
logical insights: Entrepreneurship, he argued, calls for a certain 
type of personality and conduct, which differs from the: rational 
conduct of the economic man. The entrepreneur is a bold leader, 
willing to break through ordinary constraints; this sets him off 
from the routine manager. Leadership, moreover, involves the 
capacity to think the new, to grasp the essential, to set the 
incidental aside, to act quickly, to understand by intuition. The 
entrepreneur acts through his will and personal authority; he must 
be willing ‘to ‘forgo the criticisms that always arise when new and 
innovative behaviour is regarded as deviant: and dangerous. While 
having some elements in common with religious and military 
leaders of the past,-the entrepreneur is, however, less heroic. ‘He 
is:a leader in à rational and anti-heroic civilization, and as a result 
does not excite the charismatic feelings and collective enthusiasm 
of those who make or defend whole civilizations. The 
entrepreneur operates in a more limited sphere, and occupies a 
more precarious place in society. ' 

Entrepreneurship as a specific historical phenomenon, 
Schumpeter realized, rests on the premiss of the differentiation of 
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a distinct economic sphere separate from others. In previous 
epochs the entrepreneurial function was fused with others in the 
actions of political, religious and social leaders. E 
and the entrepreneur is the form — the ideal type, if you vill - — 
of leadership that. appears specifically and historically , 
capitalism. Given the importance of innovation and cae dos 
in that kind of economy — as Marx correctly stressed — the 


entrepreneur is a particularly appropriate and even essential. 


phenomenon for capitalist dynamism. 
'Schumpeter also dealt with the psychology of entrepreneurship. 


Entrepreneurial conduct involves a mix of rational and.emotional' 


elements. On the one hand, it is rational in that it calls for a great 
measure of forecasting and planning. On the other hand, it is not 
narrowly utilitarian because it rests on an autonomous drive to 
achieve and create for its own sake, and also rests on a dream on 
the part of the entrepreneur to establish, ultimately, a family 
dynasty. The entrepreneur takes advantage of rationally based 
components of his environment, such as money, science and 
individual freedom, and he orients his conduct to rational values, 
but that is not the end of the story. Entrepreneurial innovation 
is basically a-creative act, and deviant from the bourgeois culture 
which defines rationality from the narrower viewpoint of 
calculating to one’s short-term advantage. The ‘rationality’ of the 
entrepreneur has an element of profit and gain, but in addition 
is based on the desire and capacity to think of the new and 
original and to act on those thoughts. In this formulation 
Schumpeter deviates from the assumptions of both neoclassical 
economists and the thought of scholars like Weber, Pareto, 
Sombart and Tónnies, all of whom, in different ways, tended to 
equate utilitarian rationality with capitalism. ' 

With. respect to the question of the relationship between 
entrepreneurship and social classes, Schumpeter. actually 
developed a unique view of social stratification. For him, the 
class structure is the hierarchical order of families. Individuals 
belong to classes independently of their own wills. The fundamen- 
tal factor which explains the mobility of. families within classes is 
the same as that which explains mobility from one class to 
another: the capacity to adapt to the needs set by the social 
environment of a specific historical epoch, and to demonstrate 
those abilities necessary for a leadership role. Social classes 
change slowly over time, like hotels, occupied by different 
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populations. To illustrate this view of stratification, Schumpeter 
developed a statement of the relations between functions and 
rank in the rise and decline of the German aristocracy and in the 
-historical phenomenon of patrimonialism. 

The performance of socially important functions is the core 
element of classes because it generates social prestige and 
consolidates society into ranks. Once established, moreover, the 
social prestige system tends to acquire a life of its own — the life 
of social rewards, gratifications, influence and deference — and 
often survives long after its functional base has eroded. The 
status of the upper classes in society, and of the leading families 
in those classes, is consolidated through the solidarity ties 
between their members and the transmission of social privileges 
from one generation to another. In capitalist society as such, the ' 
bourgeoisie is the leading class because they have performed the 
innovating and leadership functions in the economy and because 
they acquire, consolidate and transfer prestige, power and wealth 
to future generations. At the same time, this process helps explain 
the decline of the bourgeoisie as well, as the entrepreneurial 
function tends to fade and bourgeois institutions such as private 
property and contract are weakened. 

Schumpeter's theory of class is fundamentally different from 
that of Marx, who ties it to the structure of production itself. 
It also differs from the theory of elites as propounded by Mosca 
and Pareto, based as it is on the performance of socially 
important functions rather than the protection of power posi- 
tions in society. Schumpeter’s theory has a more functionalist 
flavour. At the same time, it differs from classical functionalist 
formulations because it regards the class system at a given time 
as a mix between socially relevant and important roles on the 
one hand and the preservation of an inherited class legacy on the 
other... 

To turi to the third illustration, Schumpeter also developed a 
theory of the crisis of capitalism, which is also a basically 
sociological theory. While recognizing the importance of 
economic effects such as the stifling of competition under condi- 
tions of large firms and monopoly capitalism, and while recogniz- 
ing that phenomena such as the Great Depression of the 1930s 
serve to dramatize the economic failures, Schumpeter’s theory of 
the crisis of capitalism relies more on ‘non-economic’ considera- 
tions, particularly his theory of classes. 
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- There are two ways in which Schumpeter's theories of develop- 
ment and economic cycles impinge on his theory of crisis in 
capitalism. In the first instance, the development of monopoly 
capitalism — capital concentration and giant firms — does not 
impinge directly on the capitalist system, but does so indirectly 
by its erosion of the institution of private property and its 
weakening of the role of the innovating entrepreneur. Second, 
late capitalism tends to generate a deep social crisis, involving 
the decline of the central institution of the bourgeois family, the 
destruction of intermediate and protective strata and the 
worsening social climate that is due to the corrosive critique by 
intellectuals of bourgeois values and capitalist institutions. The 
failure of capitalism is not an economic failure. As Schumpeter 
himself puts it:: 


the actual prospective performance of the capitalist system is such as to 

. negative [sic] the idea of its breaking down under the weight of economic 
failure, but its very success undermines the social institutions which protect it, 
and ‘inevitably’ creates conditions in which it will not be able to live and which 
strongly point to socialism as the heir apparent. (1950: 61) 


That Schumpeter's prediction has not materialized, and that 
capitalism has proved more resilient than he — and Marx, for 


different reasons — predicted, prompts us to seek for those 
aspects of his analysis of the end of capitalism which are not 
convincing. 


Let us turn to the first component of the crisis of capitalism, 
the progressive decay of the entrepreneurial function by virtue of 
the’ routinization of innovation in large organizations, thus 
rendering the entrepreneurial function superfluous and undermin- 
ing the bourgeois basis for continued dominance. As Schumpeter 
dramatically put it, ‘the forerunners of Socialism were not the 
intellectuals and political activists who preached it, but the 
Vanderbilts, the Carnegies and the Rockefellers’ (1950: 134). In 
addition, there is the melting down of key institutions of property 
and contract. The limitation of Schumpeter’s view in this regard 
is due largely to his belief that the competitive economy of the 
individual, innovative entrepreneur is the only brand of capital- 
ism. In reality, capitalism has proved compatible’ with the 


existence of very large firms and with state intervention and- 


control of the economy. It might also be questioned whether the 
destruction of ‘protective social strata’ is also a liability for 
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capitalism. Schumpeter argued, for example, that the alliance of 
the British bourgeoisie with surviving aristocratic elements added 
to.its vitality, because of the key role it played in the political role 
of government. That view has been challenged, for: example: by 
Barrington Moore; Jr'(1966) who argued that the alliance between 
the bourgeoisie and the traditional estates is an obstacle, .rather 
than a facilitating condition, for capitalist development. 
Schümpeter also argued that in later capitalist development the 
intellectuals played a, leading role in: discrediting its values and 
institutions. He ‘asserted that capitalism tends to breed social 
unrest because it’ simultaneously holds out the hope for growth 
and improvement and at the same time generates a high-level of 
personal insecurity. ‘The expression of the: resulting dissatisfaction 
is facilitated, furthermore, by the existence: of Political freedom 
and tolerance of dissent; another hallmark of: bourgeois capital- 
ism. In this context the role played by an -expanded. group of 
economically unemployed and: ‘politically. dissatisfied intellectuals 
can be decisive. Sound in some respects, this. argument also over- 
estimates the ‘unemployment’ of intellectuals in advanced 
capitalist societies.— particularly with their. expanded university 
systems — and underestimates the’ stabilizing influence of political 
tolerance in complex and diversified societies.: 1 
The final component of Schumpeter’s view is the deisriration 
of the bourgeois family and household. This. process is traced to 
the diffusion of utilitarian values and to the spread of patterns of 
consumption that undermine its exclusivity ‘of status symboliza- 
tion and household maintenance. Once-again, Schumpeter’s asser- 
tions appear to be’ overdrawn, and. to ‘underestimate . the 
adaptability. of institutions and groups in capitalist society. To a 
large degree it is still the case that marriage ties, family solidarity 
and cultural affinities generated by common experience in educa- 
tional institutions continue to operate in various ways in different 
countries to sustain the bourgeoisie as a class with a leading if not 
an altogether dominant role (Bottomore and Brym: 1989).: 
Schumpeter's view of capitalist crises bears some affinities to 
Marx’s conception of capitalist breakdown and Weber’s concep- 
tion of bureaucratization and the routinization of charisma as 
hallmarks .of late capitalism. There are important differences, 
however. Whereas Marx identified the contradictions’ of capital: 
accumulation — that is to say, the success of capitalism — as the 
root cause of'crisis, Schumpeter looked to the-obsolescence of the 
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entrepreneurial functionand the decay of capitalist institutions. 
And while Weber’s views of social change envision a variety of 
escapes from the ‘iron cage" of capitalism: through the renaissance 
of old values and the rise of new charismatic prophets, Schum- 
peter foresaw, fly straightforwardly, the inevitable decline of 
capitalism. . 


Karl Polanyi. Like the others we have discussed, Polanyi 
developed a view of the economic that is broader than the alter- 
. native posed by the tradition of political economy. His central 
thesis is that the.economy is, *embedded" in the larger. society (thus 
establishing his partial affinity with the views of the American 
institutional, economists, Veblen, Commons and Mitchell). 
, Polanyi's work is less widely known and cited in the literature on 
economy. and society than those we have already considered, but 
. all the same he. offers an articulate critique of the paradigm of 
political-economy, as well.as.contributing to the understanding of 
the interplay of economic and social phenomena, the analysis of 
economic institutions, and the understanding of the mechanisms 
and contradictory tendencies in. industrial capitalism. 

Polanyi argued that the relation of economy and society varies - ' 
over time, but as a general rule the latter has priority and control 
over the former. In the broad historical and comparative sweep, 
the economy is. immersed in social relations and economic agents 
do not act to: maximize their material interests but rather to 
safeguard their social positions, status pretences and social advan- 
tages. Modern: capitalism is *exceptional' in this regard, because 
the economy is subordinated to social relations less than in most 
societies. In fact, Polanyi regarded market and industrial capital- 
ism as resulting from a process by which the economy has freed 
itself from societal controls and subordinated all other aspects of 
social life to its needs. So pervasive has been this process that 
students of modern industrial society have tended to forge its 
exceptionalism — its unique place in human history — and to 
think of it instead, and mistakenly, as manifesting universal, 
general laws. ; B^ s 

In all his works, Polanyi 1 was ctabeciaied with three central 
issues: the -market economy and its ‘contradictions; the self- 

. regulating market as the fundamental institution; and the limita- 
.tions of the claims to universal validity of the paradigm of 
classical and neoclassical economic theory. These themes are all 
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seen in his first and best-known book, The Great Transformation 
(1944), which was a great and ambitious attempt to trace the 
origins and causes ‘of ‘nineteenth-century civilization’ (i.e., 
modern industrial capitalism) and its collapse in the twentieth 
century. The collapse, Polanyi argued, was visible in the crisis of 
most of the international institutions of capitalism, such as the 
gold standard and international finance, the balance of power, 
constitutional democratic government, the balance of power 
among the great powers and, above all, the self-regulating 
market. 

Polanyi’s central thesis in that book is that the self-regulating 
market was the great institutional mechanism of economic regula- 
tion in capitalism, but that it could not exist for long ‘without 
annulling the human and natural substance of society’ (1944: 3), 
physically destroying humanity and transforming the environment 
into a desert. The economy, structured on the basis of the self- 
regulating market, radically separated itself from other social 
institutions and constrained the rest of society to function accord- 
ing to its laws, in the meantime transforming land and labour into 
‘fictitious commodities. The defensive strategies that the 
economy attempted — such as regulating the market from the 
political centre — themselves generated further contradictions. 
Much of Polanyi's critique, in fact, is based on the analysis of 
what he called the *double movement? stemming from the attempt 
to control the intractable conflicts between the market economy 
and society, seeking to permit the coexistence of the free, self- 
regulating market with its integration by means of controls on the 
exchange of labour, capital and natural resources. 

Polanyi ‘tested’ this central and perhaps oversimple thesis by 
drawing on historical materials from the period of the early 
industrial revolution in Britain. and from the twentiezh-century 
period of international instability. For the earlier period Polanyi 
analysed not only the market forces but also a number of social 
policies, including social and labour legislation, union strategies, 
tariff policies, and central bank activities. Throughout the work, 
moreover, Polanyi augmented his analysis by a running critique 
of'the philosophical and theoretical principles of utilitarianism 
and classical economics, against which he juxtaposed his own 
alternative conception of the economy as an institutional process. 
Finally, Polanyi included a line of analysis which was more 
distinctly sociological, namely how to maintain a requisite degree 
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of social solidarity in an individualistic society dominated by 
utilitarian values. That. question has not, been -answered to this 
date, we believe, as the large, modern welfare states continue to 
struggle. with the inexorable tensions between economic efficiency 
and market freedom on the one side and social Heeulavon and 
social rights on the other. E: i 

Having presented this brief summary of Polanyi's thesis and its 
defence, it remains to note a few points of criticism. First, 
because of his view of the embeddedness of the economy in other 
institutions, Polanyi implicitly adopted a fundamentally organic 
view of society, emphasizing above all the structural context of 
- almost all social action and social policies. One consequence of 
this organic.or holistic view of society is to -underplay the 
independent historical significance of classes, .their interests and 
their activities as independent sources. of-understanding the march 
of capitalism, as well as its subsequent crises. Second, Polanyi 
seems to view capitalism in such ‘exceptionalist’ terms that he 
treats its rise almost as the artificial result of. exogenous factors, 
rather than as developing from any internal dynamic of its own. 
-In this connection, it may be an irony that. Polanyi, so polemic- 
ally at. odds with:the economists’ alleged attempts to treat the 
laws. of the capitalist economy as. universal, committed the 
opposite error of regarding capitalist society as such a deviation 
fromthe norm that. he produces too i Partiçularist a view of that 
economic system. : 

Central to Polanyi's.critique of economic theory is his notion 
of the ‘economicist fallacy’. He identified two ‘distinct features of 
economic life: the ‘substantive’ aspect, which defines the institu- 
tionalized relations between humans and their social and natural 
environments and aims at satisfying human needs; and the 

. ‘formal’ aspect, which rests on the notions of:a choice between 
alternatives and a scarcity of means, and on the idea of a logical 
relationship between means and ends. The ‘economicist fallacy’ is 
mistaking the second aspect for. the whole of economic life. That 
fallacy has arisen in tandem with the rise of the formal market 
economies with their supply-demand relations since the eigh- 
teenth century, which.was mistaken by the economists as being 
natural and universal. Moreover, the ‘laws’ that economists have 
generated are: not human laws,’ because they fail to take into 
account .the human context of economic activity. According to 
Polanyi, Marx was moving in the right direction when he took up 
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the social relations of production and their dynamics, but because 
he remained so much within the Ricardian world-view of the 
economy, -he-did not move far enough. Polanyi and his col- 
leagues, moreover, took as their task the demonstration of the 
institutional modes of regulating economic activity other than the 
market.. " 

Polanyi's general point about the limited validity of the model 
of rational economic action echoes the points made among 
scholars in the. German historical school, Weber, Pareto, and the 
American institutional economists. The.debate continues to this 
day, as we will indicate later. Those who stress the ‘non- 
universality of economic assumptions are no doubt correct. But 
Polanyi’s strict division of economic. activity into its ‘substantive’ 
and ‘formal’ aspects seems likely to suggest that formal economic 
analysis is some kind of historical freak, that it is useless in study- 
ing economies other than that -of liberal capitalism in a limited 
historical period. One of the unfortunate. features of Polanyi's 
position, if pressed, is that it would :seem..to discourage. the 
development óf general economic theory and, indeed, to. dis- 
courage systematic comparative analysis. between rational 
bourgeois -capitalism and other Systems, because they differ so 
fundamentally from each. other. 

On the more constructive side, Polanyi and his associates 
developed an.almost ‘physical’. view of economic activity, meant 
to contrast with the market-money-exchange. model of formal 
economists. Economic activity isa constant movement of people, 
material means, capital:.and technical -knowledge . around .the 
society. Economic activity does, after all, require the mobilization 
of resources and the distribution of product. The key questions 
that Polanyi and his associates wanted to-ask are: in what kind 
of institutional realities is this process embedded, and, accord- 
ingly, what kinds of principles govern the flow of economic goods 
through the society? If the questions are phrased in that manner, 
then non-economic institutions, such as religion 'and government, 
become paramount in the analysis. MED 

Based on their own anthropological researches, Polanyi and his 
associates formulated a typology of three principles of economic 
integration: reciprocity, redistribution and exchange. Each type 
entails different forms of distribution in- Space: reciprocity 
indicates correlated transactions between symmetrical groups (for 
example, gift exchanges); redistribution indicates appropriative 
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transactions to and from a ‘centre’ (for example, administratively 
organized distribution of food, philanthropy); and exchange 
refers to transactions between ‘hands’ in a market. system 
(purchase and sale): A ‘corollary of this classification is that in 
societies which possess those kinds of structural groupings (for 
example, symmetrically organized kinship), the mode of economic 
transfer will be shaped accordingly. 

A number of critical questions can be raised about his 
typology. In. the first instance, it may be incomplete; it does not 
-seem to cover, for example, political mobilization of economic 
‘goods and services for collective action (such as the conduct of 
war). Second, the typology is a basically static, classificatory 
scheme with no sense of the principles of economic dynamics or 
the transformation from one- system to. another. An example of 
. attempting to make exchange more dynamic is found in the work 
of the transaction-cost economists, who argue that when costs 
. exceed benefits when exchanging in a market-money-price system, 
alternative modes of exchange and distribution will be devised (as 
in the case of the rise of informal bartering, and in administered 
distribution of public goods). Third, because of his own scholarly 
agenda, Polanyi probably overestimated the disruptive and dis- 
integrative aspects of the market principle, and underestimated 
. the negative possibilities of the other (for example, one- -sided 
exploitation in a reciprocative system and arbitrary despotism and 
autocratic centralism in a redistributive system). Despite these : 
shortcomings, Polanyi’s general critique seems valid, and he 
offered some helpful guidelines for moving in the direction of 
developing a comparative economics that takes institutional 
context into explicit account. 


Talcott Parsons and Neil Smelser. Perceiving a decades-long lull 
in systematic activity such as that of Marshall, Weber and Pareto 
to combine economy .and society, Parsons and Smelser turned 
their hands to this effort in the mid-1950s. Parsons had made 
earlier forays on this score in his early work on German writers 
on capitalism and in his synthetic work, The Structure of Social 
‘Action (1937). But the enterprise of Parsons and Smelser twenty 
years later took place in a new intellectual context and, accord- 
ingly, their work is set apart from that of their predecessors in 
several important respects. 

First, Economy and Society was one phase in Parsons’s . 
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ambitious programme to create a general theory of action, 
including a theory of society. In Economy and Society (1956), 
Parsons and Smelser did not ‘espouse a general evolutionary 
theory or develop a philosophy of history (as did Marx), did not 
undertake a vast, comparative study of cultures and institutions 
(as did Weber), and did not attempt to develop a historically 
specific theory of capitalist dynamics and contradictions (as did 
Schumpeter and Polanyi). Their plan was to lay out, in the most 
abstract analytic terms, the major exigencies that confront 
societies, to catalogue the major types of differentiated 
subsystems that are oriented toward meeting these exigencies, and 
to identify the major relations between the subsystems. The 
special relations between economy and society were to be spelled 
out in the context of this enterprise. In addition to these items on 
their agenda, Parsons and Smelser were impelled to lay out the 
main similarities and differences between economic theory and 
other types of theory in the social sciences, and to try to 
synthesize them. 

Second, Parsons and Smelser were working within an explicitly 
functionalist framework, as this theoretical framework had 
evolved in the first half of the century. The relevant ingredients 
of this approach included the biologically derived notion of the 
contribution of social activities to societal functions, a notion of 
interdependence of different roles and institutions, and a notion 
of equilibrium and equilibrating processes. Taken together, this 
meant that Parsons and Smelser were working with a causal 
imagery of functional independence, and this set them apart from 
their predecessors, who stressed other kinds of relation, such as 
materialist determination, elective affinity, and domination. In 
addition, Parsons and Smelser paid less attention to system- 
specific contradictions than did the other theorists we have 
considered. i 

Third, and also in contrast to their predecessors, Parsons ‘and 
Smelser accepted a great many of the categories and relations of 
formal economic theory — the factors of production, supply and 
demand, theories of credit and money, and equilibrium solutions 
— as legitimate theoretical frameworks and, in certain respects, 
as models of social science theorizing. They viewed economic 
theory, however, as a special case of a more general theory. They 
argued that economic structures and processes constituted the 
parametric constraints for other bodies of theoretical and 
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empirical investigation, and vice versa. They did not attempt to 
. ‘relativize’ them in.the same ways that Marx, Weber and Polanyi 
' did, even though they were aware of the comparative limitations : 
of the market economy model (1956: 80-3). : 

Central to the case presented by Parsons and Smelser i is the idea 
that the economy is one of several societal subsystems, to which 
it bears speċial -relationships of mutual FREE What are 
these: subsystems? - | 

(a) Latent. pattern-maintenance and system- 3mailagement (L). 
‘Every society has a system of values and beliefs that operate as 
legitimizing and sustaining arrangements for its major institutions 
and as structured motivational patterns for its members. Part of 
the institutionalized energy of society goes towards the 
. maintenance of the consistency and integrity of these values and 
to providing outlets for the 'tensions' that arise in. connection 
with conformity with them. Institutions that specialize in this 
‘latency’ function are religion, science, the family and education. 

(b) Goal-attainment (G). This function refers to the ways in 
which the society establishes specific goals — legitimized by the 
dominant values — and mobilizes the population to. attain these 
goals. Parsons and Smelser identified this subsystem as society’s 
‘polity’, which was constituted mainly but not exclusively by the 
institution of government, the main mobilizing agency in society. 

(c) Adaptation (A). The legitimized and institutionalized goals 
— for example, warfare, maximization of the aesthetic, economic 
productivity — are not realized automatically,. and the society has 
to devote some of its energies to providing generalized facilities 
— a reservoir of. societal, means. It is this adaptive function 
around which the economy is structured. 

(d) Integration (I). While the L function deals mainly with the 
function of legitimation, all social life entails.a great deal of 
individual and group conflict, and a certain level of its institu- 
tionalized arrangements are devoted to handling this and 
promoting social solidarity. The main institutional complexes 
involved here are the legal system, the ‘peacekeeping’ aspects of 
the state, and the differential allocation of facilities and rewards 
and the maintenance of a system: -of stratification. 

Parsons and Smelser developed this scheme in many, directions, 
but in this summary we will identify only the major ways in which 
economics and society impinge on one another in their theory. 

"The most important relationship between the subsystems of 
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society is that of exchange. The other subsystems are responsible 
for generating the major resources (factors of production) for the 
economy, which in-turn supplies them with its own output. The 
exchange between the latency system (in this case, households) 
and the economy is motivated labour which is exchanged, 
ultimately, for ‘consumer: goods and services for the economic 
sustenance of the household and its style of life. Mediating. this 
exchange is the medium of money, which takes the form of wage 
payments for labour and prices for goods and services. Parsons 
and Smelser: -developed a: comprehensive catalogue of exchanges 
regarding land, capital and organization (entrepreneurship) as 
well, each with corresponding societal .subsystems. They .also- 
-developed a. theory ‘of generalized. social media — wealth, power, 
` influence and value commitments .— corresponding to the four: 
major subsystems . and providing the mechanisms that facilitate 
the exchanges between them.. : fes 
A second relationship i is that the. ‘other subsystems determine i in 
large part: the.value of the. parameters of economic activity. For 
example, with respect to ‘tastes’, Parsons and Smelser criticized 
the traditional. view of these as- individual ‘and - ‘given’. They 
argued that tastes are not only shaped by community interaction, 
but that they are: structured .by~the -exigencies and: activities of 
other: subsystems.. ` Similarly, . Parsons and Smelser developed a 
critique of simplified assumptions such.as indifference curves or 
the marginal propensity to consume, giving instances of ways in 
which ‘family exigencies and cultural values structure these and 
other functions, which in turn give. shape to economic activity. 
Third, non-economic forces structure economic exchange 
through the institutionalization- of normative systems such.as 
contract, property and law, and thus build into these exchanges 
certain ‘non-economic’ factors into. markets. They developed an 
account of the market for. professional services, for example, 
showing how it-deviated from' classical exchange. notions deve- 
loped. by- economists, .by virtue. of special value and normative 
commitments associated with professional roles. On the’basis of 
‘this line of analysis they laid out an elaborated set of criteria for 
classifying different kinds of imperfection in economic markets. 
Finally, Parsons and Smelser developed -the’ germs of a theory 
of economic growth, phrased more in terms of institutional struc- 
turing than according to the usual economic criteria.such as gross 
national product. They.-developed a model of economic ‘change, 
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in which.pressure from cultural values and from environmental 
forces combine to yield a sense of dissatisfaction with economic 
forces. By a complicated, multi-stage process, the economic and 
other agents.adapt by, developing a more differentiated structure 
for the execution of economic activity. As a current example, they 
chose the phenomenon of the differentiation of ownership -and 
control in American corporations. Their model of economic 
change draws from Adam Smith's notion of the division of 
labour as the source of economic efficiency, Durkheim's theory 
of functional differentiation, and Weber’s conceptualization of | 
cultural values as providing legitimizing criteria for economic 
change. Towards the end of the volume Parsons and Smelser 
generalized this model of change, and gave a general sketch of the 
development of modern western capitalism as a series of crucial 
differentiations of the economy from kinship, ascribed stratifica- 
tion systems, and traditionalist political organization. This was as 
close as they came to developing a general account of industrial 
capitalism, and on this score they contrast with the other theorists 
whom we have considered. : ‘ 

.. As-our sketch shows, Parsons and Smelser were addressing a 
line ‘of. theoretical issues very different from the others reviewed, 
so that in some respect their theory stands in an orthogonal rela- 
tionship to them. Their work has been criticized by Polanyi, 
Arensberg and Pearson (1957) as not regarding economic life as 

` sufficiently. embedded in institutional life; and thus committing 
some of the same errors as did the classical economists. Parsons 

' and Smelser’s formulation has also been criticized for its abstract- 
ness and its failure to generate specific hypotheses and explana- 

' tions about specific historical societies, and has been subjected to 
the general range of criticism directed towards functionalism 
regarding its neglect of domination, conflict and change. 

. Different and critically opposed. to other theories .as it is, 
however, it shares with them a preoccupation with the strengths 
and limitations of the fundamental agenda laid down by classical 
economics. ` ; et 
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Part Il: The Problematics of Economic Sociology 


At this point our, discourse shifts from the historical to the 
analytic mode: Part of our interest in the ‘state of the art’ of. : 
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economy and society is to lay out the main questions — or prob- 
lematics, if you will — of that area, conceived as a more or less 
articulated sub-discipline of research. We present this as the 
editors’ judgements, about research themes and priorities, not as 
an exhaustive review of the literature of economic sociology 
(though we will select references to certain works in theory and 
empirical research) nor as a statement which we claim would have 
universal consensus among those working in the area of economy 
and society in different nations and regions of the world. 


The Idea of the Economic Actor 


' Any discussion of the character of economic life must include, if 
not begin with, the psychological substratum of that life — that 
is, the motivation of the: economic actor. The main intellectual 
heritage to be cited in this connection is that of English utili- 
tarianism (Halévy, 1928) as formulated in the works of the 
classical writers of political economy, taken over in modified 
form in Marxian materialism, refined in neoclassical analysis, and 
both modified and extended in contemporary economic and social 
thought. This version of rationality has proved one of the most 
pervasive intellectual forces in the history of social thought in the 
past two and a half centuries (Dumont, 1977). 

In the simplest form, the classical economic version of 
economic rationality is based on the assumption that the indivi- 
dual actor will behave in such a way as to maximize his or her 
material well- being, or utility, in economic transactions. An addi- 
tional assumption is that both buyers and sellers will possess full 
knowledge of the availability.and prices of products, job oppor- 
tunities, and other market conditions. These first two assump- 
tions are linked by a third, a postulate of rationality, whereby it 
is assumed that buyers and sellers, possessing preferences and full 
information, will act rationally on the basis of these. They will 
not make errors, they will not forget what they know, and they 
will not act irrationally (that is is, on bases counter to their interests 
and information). 

This model of general rational behaviour is framed in the 
context of certain further assumptions about the interaction of 
buyer and seller. It is assumed that they will meet in a peaceful 
setting in which it is understood that neither will engage in 
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transactions other than economic exchange (for example coercion, 
violence); that certain institutional arrangements (such as 
property laws, a state that will maintain social order) will 
guarantee the integrity of this peace and protect it from disrup- 
tion; that neither economic agent has power over the other or 
over the price of the product exchange; that each will make offers 
on the basis of his or her own preferences (supply schedule and 
demand schedule), and that on this basis an equilibrium price 
point will be reached. Tt is assumed, finally, that the exchange will 
not be negotiated (haggled over) in such a way as to make for a 
deviation from the more or less automatic intersection of the 
schedules of each. 

This classical model has been subjected to the greatest variety 
of modifications over time; indeed, it might be argued that one: 
of the major sources of innovation in economic thought is found 
in tracing the implications of such modifications. A non- 
exhaustive list of these modifications would include: the refine- 
ment of the notion of rationality by the invention and elaboration 
of indifference curves in neoclassical economics; modifications of 
economic preferences under conditions when seller or buyer 
controls the conditions of price or supply, i.e., imperfect competi- 
tion (Robinson, 1948; Chamberlain, 1948); alterations in- 
economic behaviour when information is not complete (Stigler, 
1961); relaxations of the principle of maximization, for example 
in the notions of ‘bounded rationality’ and ‘satisficing’ (Simon, 
1957); changes in the terms of rationality when the good in ques- 
tion is public, not private (Harden, 1968), including the problem 
of the *free rider' (Olson, 1968); modification of the principles of 
economic rationality as institutional conditions are varied (North, 
1987); extension of the idea of economic rationality to tradi- 
tionally non-economic settings such as voting behaviour (Downs, 
1957); participation in social movements (Oberschall, 1973), deci- 
sions to marry and bear children (Becker, 1981); and the formula- 
tion of rationality as a general feature of social life (Becker, 1976; 
Coleman, 1990). : , 

By the same token, the idea of rationality has been subjected 
to a diversity of lines of fundamental criticism. Among these are 
that economic rationality (rational accounting) is realizable only 
under certain institutional and historical conditions (Weber, 
1947); that it is only one of the great range of orientations of 
social and political life (Pareto, 1935); that its utilitarian 
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underpinnings are invalid accounts of human conduct in institu- 
tional life (Durkheim, 1948); that economic rationality is an 
institutionalized value, not a general psychological propensity 
(Parsons, 1954) that economic rationality ‘is a specifically 
western, market-based phenomenon, and does not apply to 
societies bound by traditionalist values (Firth; 1971; Polanyi et 
al., 1957); that utilitarian thinking undermines the moral dimen- 
sion of the human condition (Etzioni, 1988). 

It seems to us that the most appropriate task for the economic 
sociologist is not to continue the by now stale debates over the 
fundamental place of rationality, non-rationality and irrationality 
in human life; the merits and demerits of economic imperialism, 
and the like. It seems more fruitful to take economic rationality 
as a variable feature in human institutional life, and to devote 
research to understanding and explaining that variation. With 
respect to the firm (whether in'a free-market or administered 
economy), it should be asked under what conditions more or less 
unfettered calculations based on costs and benefits are possible, 
and what other kinds of considerations — for: example jurisdic- 
tional demands on the part of officers and departments within a 
firm and other adjudication; -political influences from regulating 
agencies or party apparatus — influence and divert such calcula- 
tions. With respect to’ the household (this, not the individual, is 
the calculating and decision-making unit in many lines of 
economic analysis), how do considerations of sharing and equity 
between family members, exigencies associated with the life cycle, 
and other aspects of the family’s ‘communal’ rationality (Weber, 
1947) act as sources of family ‘tastes’ and as the source of other 
types of calculation other than cost-benefit? (We will: mention 
family and other determinants of he rationality of the. labourer 
later.) , : 

More generally, the political: -economic scene in the contem- 
porary world does not seem to be one in which individuals, firms 
and nations work on the basis of economic rationality.and the 
maximization of efficiency (technological and economic competi- 
tion between nations notwithstanding), but that most major deci- 
sions are; made on the basis of a complicated process of 

'confrontation, conflict, dialogue and political .compromise 
between different kinds-of rationalities (economic rationality, the 
rationality of military preparedness and national security; of 
environmental protection. and ‘preservation; of cultural integrity 
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and territoriality of racial/ethnic groups, and so on). That is to 
say, the main bases of action and public policy are accom- 
modative and synthetic, not the deliberate actions taken in the 
name of a set of programmed tastes; in that sense the political : 
and integrative can be said to have displaced the economic and 
the central organizing basis of contemporary societies. 


The Ideas of Exchange and the Market 


Exchange as the typical mode of economic activity is a natural 
outgrowth of the conception of economic rationality. The pheno- 
menon of exchange is based on the minimal assumptions that 
different goods and services have different kinds of utility and 
that individuals will seek to realize these through barter, trade, 
and buying and selling (Smith, 1937). In classical economic theory 
the market as macroeconomic phenomenon was little more than 
a numerical aggregation of the thousands of microeconomic 
exchanges that constitute the economic behaviour of individual 
trading partners interacting with one another. A further assump- 
tion of the classical economists was that according to the laws of 
economics all exchanges would ‘clear’ freely and the market 
would always be in equilibrium in accordance with the dominat- 
ing principles of marginal utility, marginal costs and marginal 
return. f ' 

Like the phenomenon of economic motivation, the ideas of 
exchange and the market have undergone modification and 
elaboration in economic and other social scientific thought. Types 
of exchange other than the: free market. have been identified, - 
including exchange based on the norm of reciprocal obligation 
(Mauss, 1954); status and authority reinforcement (Malinowski, 
1922; Sahlins, 1972); and redistribution, charity and philanthropy 
(Polanyi et al., 1957; Boulding, 1973). The classical model of 
market equilibrium — which did not envision disequilibria — has 
been challenged theoretically by the notion of imperfect competi- 
tion, monopoly and oligopoly; by the Keynesian theory of more 
or less chronic equilibrium (or disequilibrium, according to one’s 
view) at levels of high unemployment and market depression on 
the one hand, and inflation on the other; and by variations on 
these themes. On the borderline of economics, social scientists 
have generated theories of human behaviour based on the . 
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assumptions of classical economics and classical learning: theory 
(Homans, 1974); on exchange between actors within the context 
of structured roles within institutions (Blau, 1964); and on models 
using power and prestige as well as economic goods and services 
as the basis of exchange (Crozier, 1964). Parsons and Smelser : 
(1956) identified exchange as the basis for societal process; they 
based their formulations, however, on exchanges between systems 
(economy, polity, integrative system, and so on), not individual 
actors, and perhaps that is one of the main reasons why their 
theory is not usually considered as being in the same family as 
other exchange theories. 

Historically, much of the dialogue about the market has swirled 
around one specific kind of market — the early capitalist, or 
*pure capitalis variant — and its alternatives, most of which 
involve some kind of political intervention. The pure capitalist 
market involves exchange on prices fixed by the dynamics of 
supply and demand, competition for profit by sellers, the institu- 
tion of private property, and a minimalist role for government 
captured by the slogan laissez-faire.. Laissez-faire, it is now 
recognized, did not mean mo government involvement in the 
economy; it meant government involvement in a way that would 
guarantee - freedom of choice of economic agents and would 
maximize the freedom of mobility of resources, especially labour. 
In the late nineteenth and twentieth centuries three alternatives to 
the classical model emerged, all involving a different role for 
government, and all directed: in one way or another towards 
ameliorating or eliminating chronic imbalances and injustices in 
the capitalist market. 

The least radical of these three w was the ane .which left the 
main institutional structures and mechanisms of ‘the capitalist 
market intact, but involved government influencing the conditions 
of demand and supply through monetary policy (interest rate 
regulation, regulation. of the money supply) and fiscal policy 
(progressive taxation and transfer payments, public works). The 
second was government intervention directed at- easing chronic 
imperfections, especially of trusts and cartels, through legislation, 
agency monitoring, and direct government action such as monopoly 
breakup; the main aim of this kind of regulation was to restore 
market mechanisms. The third, and most radical, was the socialist, 
which involved alteration of the price mechanisms (administered 
prices), government ownership of production (nationalization, 
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socialization),-or more or less complete government control of the 
economy, including distribution through — bureaucratically 
controlled . exchange associated with some phases of Soviet 
communism. While textbooks could describe these’ variants in 
ideal-type terms, it is now the case that the economy of almost 
every nation-state — in the modernized West, including Japan, in 
the socialist countries including the Soviet Union, Eastern 
Europe, and China, and in the Third World — is some mix of 
these principles, different and changing balances being struck in 
each. 

The debate about markets has been enlivened in the past decade 
or so by developments in both West and East. Western Europe 
and the United States have moved towards restoration of classical 
market mechanisms, symbolized most dramatically in the admini- 
strations of Ronald Reagan in the United States and Margaret 
Thatcher in the United Kingdom but felt in other countries as 
well. Ail countries in the Eastern bloc, moreover, experienced 
some kind. of disaffection with the role of party and state in the — 
economy and have experimented with some reintroduction of free 
market (including profit) arrangements; the most dramatic move 
in this regard is the Mikhail Gorbachev policies of perestroika, or 
restructuring. At the time of writing (early 1990), the dramatic 
political collapse of many East European socialist: nations has 
thrown the future of. market structure and marke) policies 
completely open. 

Two ironies strike us about the current Scene. The first, a 
minor one, is.that at the moment the. ‘right’ is identified with the 
free market principle in the developed Western countries, and the 
‘left’ is so identified in the socialist countries; this is the latest in 
a long line of confusing usages of ‘right’ and ‘left’ and leads us 
to question their usefulness as categories. The second irony is that 
in all the flurry of thought and debate about economic organiza- 
tion, almost.all alternatives are envisioned in the form of time- 
worn dialogues. For example; almost the only vision being enter- 
tained'in socialist countries is some reintroduction of well-known 
free-market mechanisms:and the main issue in the West also has 
to do with the degree and kind of government involvement in 
markets. In the abstract, one would think that — given the great 
ingenuity. and richness of the human. capacity of: institutional 
invention — some alternatives outside this limited scope would be 
on the horizon, but the ‘iron cages’ of capitalism vs. socialism 
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still appear to dominate thinking of political leaders and scholars 
alike.. 

‘The ‘challenge for the aat of economy and society is to 
understand the causes, character .and consequences of different 
types of market organization. This means, in the first instance, a 
search for new typologies of market organization, since the pure 
types, inherited from earlier thought, increasingly appear to be 
irrelevant, One consequence -of different forms of market 
arrangements, of course, is their relative efficiency, but; in addi- 
tion, different market systems produce different incentive systems 
(and here the.link between the social organization of the market 
and the motivation of the.economic actor, mentioned earlier, is 
clearest). They also produce different distributions of resources 
and rewards and, by extension, different class systems and 
different lines.of cleavage. and conflict in society. 


The Sening of Economic Activity 


The te discussion of market principles fias led us into the 
idea of economic structure, but does not exhaust that topic. We 
continue our discussion of the problematics of economic 
sociology by considering the conventional economic categories of 
production, distribution and consumption. 


Production. Under this. heading we also begin with a classical 
model. This is the model of the individual entrepreneur. who, 
reading and .responding to actual and anticipated consumer 
demand, mobilizes the different factors of production to produce 
for a profit. In this model the main problematics about the 
factors are their cost, and whether, given their cost, they can be 
combined in such a. ‘way as.to secure an edge of profit. in the 
economy. 

. Within this model, the main questions that commanded the 
interest of scholars were the types of innovation possible, the 
character of: the: entrepreneur, ‘and.-the economic dynamics 
generated by innovative activity (Schumpeter, 1934), as well as the 
motivation required for entrepreneurship (McClelland, 1961) and 
_ the social origins of entrepréneurs (Hagen, 1962). This, simplified 
model became clouded and limited in-its applicability by the rise 
of large corporations as economic agents and the involvement of 
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the state in productive and planning activity; both these 
developments highlighted the role of the collectivity or the 
organization as the fount of entrepreneurship, and the eclipse of 
the individual heroic entrepreneur. These developments brought 
scholars’ attention more to the entrepreneurial function rather 
than the entrepreneur as such, even though individual entre- 
preneurship (for example the 'ethnic entrepreneur': Light, 1972) 
is still a matter of focus. While the questions to be asked about 
individual entrepreneurs concerned their backgrounds, motiva- 
tional characteristics and strategies, many of the questions about 
the ‘new’ entrepreneurship deal not with the individual but with 
a complex set of.triangulated relationships among corporations 
(including multinational corporations), banks and states, all of 


- whom constitute sources of and obstacles to innovation. The 


comparative analysis of distinctive patterns of facilitation and 
obstruction of entrepreneurship constitute an important item on 
the agenda of economic sociologists. . 
Much of the story of economic sociology can be: told as the 
systematic examination of the ‘black boxes’ of economic theory, 
and changing them from repositories of simplified assumptions 
into research questions and empirical investigation. .This state- 
ment applies clearly to the.theory of the firm. In classical 
economic theory, the firm is an: actor, and internal exigencies — 
such as the effectiveness of authority over workers, informal 
organization between workers, political conflict, compromise 
between managers, staff and subordinates, and adequate com- 
munication within the firm — were taken as non-problematical. 
Many of these items, especially the relations between managers 
and workers and worker morale and performance, were the main 
preoccupations of American ‘industrial sociology’, and still 
constitute foci of interest for industrial psychologists and 
economic sociologists in many countries. Recent research in the 
United States, influenced by neo-Marxist trends, has concentrated 
on conflict and consent in the work place. All ‘these areas 
constitute ongoing and legitimate research questions, but in the 
coming years some new twists are likely to arise. Among these are 
the special problems of worker-management relations in multi- 
. national production, which in some cases involves management of 
different nationalities and cultures in labour; increasing attention 
to patterns of authority, influence and co-operation in the service 
sector, including government bureaucracies; the impact of new 
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technologies, especially computer technologies; on the autonomy 
of workers; relations between.supervisors and workers in the new 
‘cottage industries’ made possible by the home use of computers; 
and’ the. impact of changing: patterns of :gender composition 
among workers and managers on the functioning of firms and 
other economic organizations. ] 

Another set of areas where the non-problematical has been 
problematical is in the generation of economic resources. In the 
case of labour, classical economic theory treated labour as mainly 
responsive to.changes'in the level and kind of wage offers. 
Economic sociology opens up a whole range of additional con- 
siderations involving the motivation of labour, its quality and its 
performance. One tradition of. analysis, which has spun off from 
Max Weber's studies of. religion, has to do with the cultural bases 
of worker commitment. The ‘Protestant work ethic’ has consti- 
tuted a kind of starting point for analysis, but additional research 
has attempted to find cultural. analogues elsewhere, functional 
equivalents to internalized cultural imperatives such as the 
phenomenon of group loyalty and solidarity in Japan and other 
Asian settings and, implicitly, the possibility of securing worker 
performance through authoritarian discipline where the culture of 
hard work among workers has: not been: developed historically, 
for example in the early phases of ‘Western capitalism : and in some 
contemporary: socialist countries. 

In contemporary times, two main institutional media through 
which such. cultural influences are:transmitted are the family and 
the educational system. By and large, the family is the locus for 
the generation of fundamental orientations of trust, co-operation, 
attitudes toward authority, and relevant habits of industriousness, 
punctuality ‘and so on. The school setting is a supplementary 
institution in this regard, but in that setting skills — both 
generalized and: work place-specific — are primary. Continuing 
comparative work should focus on the distinctive kinds of family 
structure: and socialization experience appropriate or inappro- 
priate to different kinds of labour participation, the significance 
of different patterns of 'sharing' of training by schooling systems 
and economic organizations, and the effectiveness of retraining 
and reallocation programmes in promoting the ee and 
mobility of labour. 

With respect to the supply of capital for entrepreneurial activity 
and production, the contemporary economic system has, become 
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more. complicated as well, and correspondingly, new lines of 
research are: generated. The early capitalist modes of supply of 
' capital — personal savings; reliance on-kin, friends, religious 
brethren; loans’ proffered by local and: national banks — have 
been superseded by the growth.of enormous banking enterprises, 
an enhanced role of the state in financial affairs, and the 
increased .salience of. the international dimension in" credit 
(including the role of the. World, Bank; International Monetary 
Fund, conglomerates of banks with international operations, and 
the international financial activities of national governments). -A 
byproduct of this is the increased salience of international credit- 
and debt in the world economy.-As in'so many: other. areas, 
research questions in the area of capital and credit:no-longer deal 
only with the economic orientations of economic. 'agents 
(individual entrepreneurs, firms or banks), but rather with: the: 
processes ‘of conflict, co-ordination and accommodation: between 
_a multiplicity of agencies representing massive forces: For exam- 
ple, development .strategies for both newly industrializing coun- 
tries (NICs) and less developed Third World countries involve a 
complex political articulation between. multinational corporations, 
“international banks, domestic banks,- home . governments, and 
governments of capital-supplying nations. The: understanding of 
the structure and functioning of massive systems of agencies, and 
research activity by scholars, should reflect. this change. 
Finally, economic sociologists should renew .their interest. in 
questions regarding the development of science and, new tech- 
nologies, which have traditionally been treated-as ‘land’ factors. 
Much of the relevant work in this areais being carried out by 
historians and sociologists of science and technology, and: 
concerns .the relative: effectiveness: of different structural 
arrangements (universities, academies,. government research agen- 
cies) in: the generation of economically relevant-.science and 
technology. Other relevant questions concern the processes of 
technology diffusion — a point of great sensitivity on: the part of 
industrial leaders, trade unions and governments-— the adapta- 
tion of the same tecbnologies in different social and' cultural 
settings, and the dynamics (especially obstacles) involved in the 
phasing. out of obsolete technologies. With respect to.the last of 
these, in capitalist societies the market has proved an only . 
partially effective mechanism in eliminating unproductive sectors 
(the politics of vested interests of management and :workers.are 
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also salient); and in administered economies when the effects of 
inefficiencies associated with obsolete technologies do not appear 
immediately in competitive markets, the problems involved in 
phasing them out are even more complex. . 


Distribution. Earlier a few lines of ‘variation of, exchange 
systems were noted, namely along the dimensions of state vs. 
private: control and degree of. regulation. In addition to: these 
political dimensions, it is essential to. note that exchange also 
takes place in an institutional context, which defines the property 
rights of use, control and disposal of goods and services, and 
establishes laws, rules and usages governing the contractual bases 
of exchange. These systems range all the. way from unwritten, 
pre-legal customs regulating the nexus of exchange in simple 
tribal economies to the extremely complex and elaborated systems 
of contemporary developed societies. 

Such property and contract systems give the general contour to 
exchange, and indeed they may be one of the most fruitful ways 
to classify different kinds of market system for purposes of 
comparative study. Property and contract systems are also an 
important part of the institutional context that shapes economic 
development, particularly with respect to the degree to which they 
permit flexibility and movement of the factors of production, the 
ways in which they define or restrict access to natural resources 
(such as minerals and oil) in laws governing appropriation and 
expropriation. of rights, and the degree to which they permit or 
deny accumulation of private.rewards for.economic activity. In 
the last two instances, the laws governing taxation and eminent 
domain are particularly relevant. For the exchange of labour 
services, the laws governing rights of appropriation of labour 
(including slavery); legal regulation of wages and salaries, and the 
legal system governing staté intervention and maderation of 
labour disputes are the critical mechanisms. 

Property and contract systems.have, -of course, long been the 
subject of comparative and historical research, but their -condi- 
tioning influence and impact on economic, processes and 
economic development are not fully understood. In addition to 
continuing these lines of scholarship, economic sociologists and 
other social scientists will be called upon to turn their attention 
more to property and contract involving international agents and 
internationally integrated systems. The study of the impact of 
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legal changes on the European common mast: is: perhaps the 
most obvious ‘example, but the development of international, 
compacts and systems of agreement on‘appropriation and control 
of the oceans and their natural resources, control of the-skyways, 
and even the control of outer space also demand study and 
explanation. ES 

Consumption.: Economists’ traditional: approach to; consump- 
tion is to extrapolate from certain assumptions about tastes, their 
level of plasticity and their level of stability, to posit some type’ 
of consumption function (for example the marginal propensity to 
. consume) on the basis of these assumptions, and then to trace 
their impact in combination with other economic variables — on 
demand and: on the functioning of the economy. One task of the 
economic sociologist: is to convert ‘these simplified assumptions 
into variable factors, and thus to attempt to determine the 
sociological sources of various types of demand. 

. Four sociological factors seem important in:'this connection. 
The first is the impact of a society's dominant ‘cultural and 
subcultural patterns on the overall structure of consumer demand, 
Societies ‘with feudal and aristocratic heritages: — even if . 
weakened — will still be likely to place a high premium on owner- 
ship of land as a symbol of status. Some cultures may place a 
high premium on other types of status symbol. — houses, auto- 
mobiles, fine arts, gastronomy — each of which may skew 
consumer demand in that direction. Sometimes, subcultures arise 
which reject the dominant cultural modes and adopt contrary or 
compositional modes of their own. These kinds of cultural 
preference are not to be regarded as immutable, by any means, 
and the process of modernization itself appears typically to 
introduce:new levels of materialism into the’ societies that are 
affected. Nor are’ cultural ‘tastes: immune ‘to the. efforts of 
producers and advertisers to alter them in the direction of their 
own preferred lines of products. It is these dynamics of interac- 
tion between dominant culture, subculture, media and advertising 
that should be a main focus of the economic sociologist interested 
in the determinants of demand. E : 

The second set ‘of factors affecting consumer demand is to be 
found in the society’s stratification system. In any society there 
are observable class. differences in the use of language, dress, 
patterns of leisure, eating and drinking habits. Every society also. 
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manifests a certain class-cultural dynamic as well, exhibiting a 
balance between classes that attempt to guard jealously their own 
exclusive mode of symbolization of status, and classes that make 
efforts to imitate and assimilate expressive patterns of- more 
‘prestigious classes. Some (Veblen, 1953; Bourdieu, 1986) have 
elevated class culture and its dynamic into general principles of 
stratification. In any event, like culture in general, ‘class. 
differences in expressive symbolization of their status in society 
have obvious and direct implications for consumer r demand i in any 
society. . | 

The third complex i is Bdücatión; On tiie one hand: education as 

a consumer good becomes salient in all developed societies and 
has also emerged as a salient basis for training, certification, and 
status symbolization i in newly industrializing countries and in less 
developed countries. In many cases the 'state assumes the great 
burden of the cost- for providing education, but even in these 
cases education is an'important component in the determination 
. of demand, because‘it requires the services of teachers and 
ancillary personnel and an infrastructure (buildings, playgrounds, 
books, and so on) for the educational establishment. Even if 
education is entirely ‘free’ in the sense that it'is state provided, 
taking advantage of it still has ‘economic consequences, since 
families who send their children to school forego income-earning 
` opportunities. In these ways education enters into consumer 
demand for any. society.'In another significance, education is 
important for consumption because in many ways it operates as 
the conduit for instilling cultural preferences and standards of 
class symbolization into those whom it educates. ‘Differences in 
educational structure and practice; then, determine in part the 
pattern of consumer demand between different societies. 

; The fourth complex is the family. As carrier of the cultural and 
subcultural tastes, the educational preferences, and so on already 
mentioned, it is the effective vehicle for expressing the demands 

. implied by these standards in the market. In addition, the family 
has its own internal dynamics that conditions demand. In parti- 
cular, its own exigencies of. communal rationality’ (feeding and 
clothing its young, sharing in leisure) spill over into consumer 
demand for diverse products such as toys, sports paraphernalia, 
camping equipment, vehicles for transportation;. and so ‘on. 
Special consideration should be given to the implication: of the 
family's life cycle: for. consumer demand. As'the family moves 
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` through thè Tea of childless Site ol with - young . . 


children, couple with adolescents, couple with children in college, 
empty-nest couple; and grandparents, ‘their consumption patterns 
alter significantly. As.cohorts of different sizes move through the 
life cycle, societies may, experience significant shifts in demand — 
and producers of different kinds of goods and' services different 
. fortunes. NE 
Before leaving the opie! of the xc uenia of economic activity, 
it is necessary to mention: that special phenomenon. referred to as 
the informal economy or the underground economy. The pheno- 
menon is an important feature of both developed and less deve- 
loped. economies, accounting for significant percentages of the 
. total economic; activities in these societies, and has caught the 
attention -of numbers of scholars. These kinds of economy are 
‘inside’ the total economy.in that they produce goods and services 
that find.their way into the market.structure and are: sold. to 
consumers. But they are ‘outside’ the main economy -as well, 
. largely because they are not chartered or registered by state agen- 
cies, operate outside the tax structure, and in some cases are semi- `` 
- legitimate or-even illegitimate (in the case of black markets -and 
drug distribution). Important research topics on the informal 
.economy. are how entrepreneurs mobilize the factors of produc- 
tion, carry on production, and advertise and distribute their wares 
in the semi-shadowed existence in which they live. Another focus 
is on the symbiotic relationships that deyelop between the ae 
mal economies and the official state apparatuses of countries; 
some , cases these economies are tolerated, even. B 
because of the benefits they generate for the general economy; at 
. the same time they may become a problem (for example because 
they do not provide tax revenue for the government) or an embar- 
rassment (because they become the object. of criticism from 
tourists, or from outside the country) and then become the ; 
objects of. periodic regulation $ or crackdown. 


State and Societal. Modes of MERHANOR and 
Legitimation 


‘As the discussion has proceeded, the state-has appeared from time 
to time — the state as a source of market intervention; the state 
as legal and administrative environment for.economic activity; the 
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state as provider of educational goods and services. These refer- 
ences underscore the general point that in the recent history of the 
Western developed countries, in the socialist countries, and in, the 
less developed countries, the state has become part of everything 
in the economy..The state emerges as a major producer of goods 
and services (even in the most ‘free-enterprise’. societies, the state 
is the producer of. infrastructures such as the highway system, 
sewage system and the postal system); the state is inevitably the 
central actor in the economics ‘of national defence and security; 
its employees are an important part of the labour force; it may 
be the largest consumer of goods and services in society. In all 
these respects the state is part of the economy. 
: In addition the state is manager and regulator of the economy. 
It influences demand and the distribution of income. through 
taxation policies and transfer payments; as indicated, it. plays a 
role — with varying degrees of success — in planning, stabilizing 
the. market processes, and fostering economic competition and 
growth in its society; it is the guarantor of the legitimacy of the 
specie, and is the sometimes successful regulator of inflation and 
the value of money; it is-both agent in and regulator of economic 
conflict between interest groups and social classes. Comprehend- 
ing and explaining the significance and impact of all these roles 
of the state is high on the list of priorities" for economic 
sociologists and other scholars. ME 

As the state has expanded, it has taken over many of the 
cultural and. ideological functions relating to the economy and 
economic life that had been the province of religion, ideological 
and educational leaders.and intellectuals. The most evident case 
of this state ‘takeover’ is in the socialist countries, but even in 
these the balance between state and religion as cultural and 
ideological voices remains delicate and problematical. And in all 
societies.the role of the intelligentsia (however defined), remains 
an open one, and stands in some degree of tension with the state 
ideological apparatus. These cultural-ideological roles of state and 
other agencies are an important component in economically. rele- 
vant matters such as generating and sustaining labour motivation, 
defining priorities between economic and other societal goals, and 
securing the legitimacy of competing economic interest. groups 
and classes. : jos e ur 

: Nowhere is the economic role of the state more critical than in 
the international arena. Even in the era of laissez-faire, the state 
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was perforce involved in international affairs, minimally and 
necessarily because of its requirement to honour or negotiate 
trade deficits as guarantor of the nation's money; and the state, 
as. legally responsible for the integrity of currency, has always 
maintained an interest in, if not control of, banks, including their 
international operations. Finally; the state has been the agent to 
impose and enforce tariffs and other taxes, and to enter into trade 
agreements with other nations. ` 

: The late twentieth century has brought new economic problems 
for the state, and has involved it more deeply in the international 
economy. In many important respects these developments have 
weakened the state in the late twentieth century: the increased 
proportion of the national income that is involved in foreign 
trade; the increased involvement of nations in the international 
financial scene, either as creditors or borrowers, accompanied by 
the rise of enormous banking agencies such as the International 
Monetary Fund and private international banks; the limited 
capacity of national governments and banks to control the inter- : 
national value of their currencies, despite periodic interventions; 
and the presence of multinational corporations which, despite the 
fact that they. have a domestic ‘base, constitute a quasi- 
autonomous international economic force that intervenes in the 
production, labour and capital sectors of those nations in. which 
they do business. As these agencies have gained in international 
economic power, national states have come to have less control 
over the economies of those countries over winch they are 
politically sovereign. 

Almost paradoxically, this diminished level of economic control 
has in fact made for a larger and more active state in countries 
involved in the international economy.. Even.in the face. of the 
increased power of non-state, international economic agencies 
and forces, the state remains the agency that must cope directly 
with trade surpluses and deficits, the execution and enforcement 
of trade and financial ‘agreements, the international stability of 
the nation's currency, and forces generated by the presence of 
multinationals. It is this greater involvement and responsibility in 
a world increasingly uncertain and difficult to control. that 
accounts ‘for. the. paradoxical result that modern nation-states are 
simultaneously weakened and augmented in their role. 

These remarks about the new international role’ of the state 
underscore a general message for the programme of economic 
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sociology: it has become progressively less possible to regard 
economic transactions between individuals and groups within: 
Societies, and even the state regulation of economic activity, in 
isolation from the involvements these activities have in ever-larger 
systems. The international economy is the most important of 
those systems, and almost no aspect of economic activity can be 
understood or explained without ultimate reference to the condi- 
tioning or determining effects emanating from that international 
economy. : 


The Impact of Economic Processes on the Larger 
Society 


Up to this point economic activities and the economy itself have 

been regarded as embedded in and influenced by a larger social, 

political: and cultural context. To round out our account of 

problematics for economic sociology, we turn now to the other 

side of the coin, and detail the points of impact of economic . 
processes on society. 


Inequality and social classes. .The Marxian and Weberian tradi- 
tions have set much of the agenda for this subject; it.remains for 
us to review those points of articulation between the economy and 
the systems of inequality. The first of these has to do with the 
fact that the production system of the economy, as a system of 
relations between superiors and subordinates in the factories, 
banks, government bureaucracies and other economic agencies, 
constitutes one of the central modes of organizing authority in 
society, and produces social classes in the sense that Dahrendorf 
(1959) defined them, namely those occupying differential posi- 
tions in authority systems. A great deal of class conflict occurs, 
furthermore, concretely in the work place and office, and consists 
of struggle over the conditions of-labour and the control of the 
productive process. This struggle has a formal side, situated in the . 
relations between management and trade unions, and an informal 
side, embedded in the day-by-day interactions of superiors and 
subordinates. .. i | 
Overlapping with these kinds of social classes based on authority 
relations are those based on inequalities in income and assets. The 
latter are ‘economic classes” in the Weberian sense. As Weber 
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pointed out, these classes articulate with the prestige and status 
hierarchy and with the system of potential authority in society. 
The comparative study of the dynamics of these three systems of 
‘inequality — and their changes over time — constitutes an 
analytic focus of the economic sociologist. l 

As dependency theory has ‘instructed us, these systems of 
inequality have come to have an increasingly important inter- 
national dimension. This dimension was self-evident in the 
colonial era, when foreign powers? presence established systematic 
political, social, economic and cultural inequalities between 
colonials and colonized, and affected these relations between the 
colonized peoples. The end of colonialism brought an end to this 
direct subordination, but more directly and perhaps more power- 
fully, the system of international production and financial, 
systems shaped the economies of the economically powerful and 
economically weak alike, and thus contributed to the determina- 
tion of the contours of inequality in these societies as well. . 


Economic interests and their mobilization. The developmental 
experience in all types of economy — Western, Eastern socialist, 
newly industrializing countries, and Third World countries — has 
taught us the following: economic development means above all 
the specialization of activities along functional economic lines 
(division of labour), and increasing complexity in the structure of 
non-economic institutions — education, medicine and, above all, 
the government — as well. It is mainly through this differentia- 
tion that the economic social inequality in society can be traced, 
because of the fact that all specialized occupational positions in 
society receive a certain wage or salary level, and find themselves 
fixed appropriately in the society's prestige hierarchy. 

In addition, many interest groups and ‘classes’ form around. 
these functionally differentiated positions in society. When all the 
incumbents of a given type of specialized position (for example. 
nurses, engineering. technicians) are aggregated, they form an 
economic and social category. When the members of this category 
develop a sense of membership of it, and some expression of their 
interests along with. some kind of ideological elaboration of that 
interest, then they become an economic interest group. And 
finally, when these groups mobilize for action on their. own or as 
part of a social movement, they become politically significant. 

- Such is the economic basis for the development of groups, 


` 
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classes, social mobilization and social movements. The economy 
is not the only basis, however, semi-independent groups and 
social movements also grow up around.racial; cultural and. ethnic 
identifications; age and gender membership; regional and residen- 
tial location; and around specific ‘causes’ such as environmen- 
talism,* life styles (for example hippies, yuppies), and moral 
preferences (such as anti-abortion). This mosaic of economic and 
‘non-economic interest groups and:social movements constitutes a 
great part of the political life of any. society, and dictates much 
of the agenda of the governing authorities in society, who are. 
alternatively negotiating with, capitulating to, repressing, or 
otherwise dealing with.politically significant groups, as part of 
their interest in maintaining political stability and order. It is the 
dynamics of the formation and behaviour of economic: groups 
and classes in interaction with other groups ‘and classes, in: rela- 
tion to the strategies and tactics of the state, that constitutes: the 
main focus for economic sociologists: 


Rooironile deielopmieni . and structural. change. Economic 
development implies, above all, the efforts on the part of a nation 
to increase the productivity of its economy and raise its level of 
wealth. In the first instance this involves the application of new 
kinds of technology, the forging of new types of productive 
organization, the reallocation of resources in society, and the 
development of new markets and types of distribution system. 
The impact of development on society touches many af the same 
areas that have been listed in the foregoing discussion, but for the 
purposes of foci of. research the following might be specified: 

(1) Geographical redistribution of human resources, mainly 
through migration. Depending on the pattern of development, 
this migration may be from one society to another, internal to the 
society or, as a special case, migration to the locus of activity on 
the part. of multinational corporations. Among the multiple con- 
sequences: of this are disruption of residential patterns, culture 
shock and acculturation, new' ethnic contacts and conflicts, 
different-kinds of strain on infrastructure (such as-transportation 
or education) as areas ‘fill up’ and ‘empty. out’, and creation of 
new urban centres with their inevitable social problems. : : 

(2) Societal struggles over how to deploy resources and wealth, 
as capital needs, provision of social services, and consumer 
demands all become more complex.’ | 
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(3) Complex pressures on other institutions to change, for 
` example the pressure on the educational system emanating from 
skill requirements in industry and service sectors, the pressures on 
family life imposed by. demands for many family members to 
participate in the labour force, pressures on neighbourhoods and 
communities to modernize and accommodate to different produc- 
tion and transportation needs. 

(4) The formation of new functional groups based on occupa- 
tional and other specialization; perhaps the resurgence of racial, 
ethnic and regional bases of group integration; changing patterns 
of economic reward and the appearance of new classes and sub- 
classes based on economic position. Of particular interest is the 
phenomenon of new groups (industrial proletariat, clerical and 
sales classes), the ‘squeezing out’ of other groups (artisans), and 
the ways in which these groups contribute to the left-wing and 
right-wing political tendencies of the polity. 

(5) The development of new pressures on national and regional 
governments to co-ordinate economic development, provide social 
services, deal, with social problems, and deal politically with the - 
ever-changing group and political pressures in society. The latter 
exigency tends to set up pressures for democratization associated 
with development, if we consider democracy as the evolution of 
political mechanisms to deal with the demands from groups in the 
population. f : 


International consequences. Economic activity has almost always 
included an international dimension (trade emporia; the search for 
precious metals, spices, economic domination and colonialism in 
the interests of securing raw materials, slave labour and so on). 
The rise of industrial society brought a more complex international 
order, involving an augmentation of foreign trade, the develop- 
ment of complex international finance systems, shifting ‘patterns 
of stratification of nations into rich and poor, economic 
dependency and interdependency, shifting political alliances aris- 
ing from new patterns of dévelopment and dependency, new inter- 
national networks of businessmen and bankers, and the possibility 
of the.internationalization of labour through migration and the 
activities of multinationals. The international economics.of food, 
oil and illegal drugs, to name the three most obvious examples, 
have an evident and pervasive impact on the foreign policies and 
military strategies of countries in this international. order. 
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All these consequences, both domestic and international, have 
forced new and far-reaching demands on scholars from all 
disciplines who strive to understand them. New phenomena, new 
relations, new forms of conflict continuously appear. Old models 
of economic life based on the idea of aggregated individual trans- 
actions, the nation-state as the ‘natural economic’ unit, may grow 
increasingly less relevant, and the scholarly investigation of 
economic activity and its social aspects may call for fundamental 
reorientations of theory and research, focusing most of all on the 
‘nations-within-systems’ level of analysis. 


Notes 


1. In this sense it can be observed that Smith treated the problem of social 
integration (of the market) as non-problematical because it was solved 
automatically on the basis of first assumptions. 

2. It can be argued plausibly that all scientific inquiry must be selective and thus 
simplifying in order to permit the generation of general statements; any attempt 
to depict all of perceived reality simultaneously must thus be regarded as at worst 
an impossibility and at best as indiscriminate descriptiveness. 

3. To make this assertion is not to ignore other cultural influences. Many of the 
classical sociologists were reacting to academic developments in their own societies 
— for example, Weber to the German historicist tradition and Durkheim to 
academic psychology in France — and attempting to set scientific sociology off 
from them analytically. 

4. For a more detailed and comprehensive analysis of the works of these and 
other authors, see Martinelli (1987). 
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In considering ideology and economic activity, ideology is defined 
as a system of beliefs which binds people together into a social 
grouping. This is synonymous. with religion as defined by 
Durkheim (1912) and, as a definition of religion, it may be too 
wide; but if this definition is adopted, both Confucianism and 

Marxism are ‘religions’. In any case, there are two broad classes ` 
of approach to this problem, Marxian and Weberian. The former 
regards ideology which, together with such institutions as’ the 
state; family structure and so on, constitute the superstructure of 
the society, as being nó more than a reflection of underlying basic 
material conditions. The latter, on the other hand, approaches 
from the superstructure to the basé and establishes thé reverse 
relationship. Obviously no comment is needed on the importance 
of the Marxian approach, while the following passage from 
Weber (1930: 68—9) serves to justify his approach: 


1 


The question of the motive forces'in the expansion of modern capitalism is not 
in the first instance a' question of the origin of the capital sums which were 
available for capitalistic uses, but, above all, of the development of the spirit 
_ of capitalism. Where it appears and is able to work itself out, it produces its 
own capital and monetary. supplies as the means to its ends, but the reverse is 
nor true. i f P : 
As will be seen later, neither of the two-approaches alone can serve 
for tlie interpretation of a total historical process. To achieve this 
we must use both approaches dnd examine the interdependence 
and interaction of materialistic or economic. factors ‘with 
ideological or religious ‘factors. -In fact, as Weber himself 
acknowledges, the Weberian approach is compatible: with the 
' Marxian; they would ‘and should eventually be synthesized. with 
- each other, though the:task is extremely difficult and complicated. 
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Economic theory, Marxist or non-Marxist, assumes the rational 
man of the Robinson Crusoe type, hardworking, materialistic and 
purposefully systematic. Crusoe is an Englishman born in 1632, 
just before the English Revolution, his father being a native of 
Bremen who settled in Hull; he would probably have been a 
Protestant. Economists entirely ignore his religious background as 
‘well as the Zeitgeist of the seventeenth century. Economic laws 
deduced from a model consisting of Robinson Crusoe consumers 
and firms owned and operated by Robinson Crusoe families are 
applied not only to European and American economies but also 
often to non-occidental industrial societies, such as Japan, or 
even to less developed countries. 

Guha (1981), for example, follows the Marxian method and 
compares Russia, Japan, India and China in economic develop- 
ment. He is seldom concerned with differences in the religious 
attitudes of the peoples of these countries, so that they are viewed 
as if they speak the same language, have the same degree of 
industriousness and are provided with the same kind of ethos. 

Guha refers to the industrial revolution- which . occurred in 
Manchuria during the 1930s (1981: 91) but makes no mention of 
the fact that it was mainly carried out. by Japanese. Although 
Chinese, Manchurians, Mongolians and Koreans also lived in: 
Manchuria, it was the Japanese who established modern 
industries there. Of course, these Japanese were driven along by 
the forces of imperialism and militarism, but it must not be 
forgotten that of these peoples the Japanese had the most highly 
developed spirit of capitalism. 

Dore (1976) may also be considered as tending towards the 
‘Marxist’ approach, although he pays some attention to the 
Weberian approach too. Comparing education in Britain, Japan, 
Sri Lanka and Kenya, Dore concludes that the later the point in 
world history a country starts a modernization drive, the more 
strongly the desire for educational qualification becomes entren- 
ched and the more qualification-orientated schooling becomes at 
the expense of genuine education. In deriving this general 
tendency Dore bases his argument on the fact that countries in the 
developing world are usually constructed of dual components: a 
rich modern sector on the one hand, and an impoverished tradi- 
tional sector on the other. The later development starts, the more 
the tendency to dualism is exacerbated, and those organizations 
belonging to the modern sector — central and local government, 
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large multinational corporations and big private firms — usually 
tend to recruit by certificates. Of course, this law only operates 
on the assumption that other things are equal, but because the 
concepts Dore uses are ‘basic? in the sense that they.can be 
applied to all nations, the cultural and sociological elements 
specific to individual nations are considered merely as ‘other 
things'. In Dore, therefore, the examination of the effects of 
superstructural elements upon the basic tendencies is minimized. 
Since Dore has looked at cultural differences between Japan and 
Britain too, it would, strictly speaking, be unfair to say that he 
ignores the effects of the superstructure, but it seems at least to 
me that he has not sufficiently emphasized the RE of 
these effects (Dore, 1976: 72-5). 

Dore mentions that the Japan of the immediate pre-industrial 
period was à Confucian country where learning and scholarship 
carried high prestige and ‘the very idea of education, therefore, 
was given higher value than in Britain's more philistine society' 
(1976: 44). Confucianism, however, is firmly rooted in Japan, 
and goes back far beyond the immediate pre-industrial period; it 
has been the moral backbone of the Japanese people since the 
ancient time of Shotoku Taishi (573-621). While contemporary 
Japanese are perhaps more hideously and vulgarly philistine than 
the British, they are still Confucian in the sense that they classify 
people into two classes, illiterates (small men) and literati 
(gentlemen). The educational rat race in Japan is primarily a rat 

race to be. classified as an educated gentleman, and not an 
economic race in pursuit of a higher inconie, although income is 
usually obtained in proportion to áchievement in the educational 
race. This is evident from the case of female students, because in 

. Japan most girls work for only a few years after college or 
university, yet the educational rat race among them is as severe 
as.that among boys. It is obvious that girls take part in the 
entrance'examination to colleges and universities, not for.better 
jobs after graduation but to be themselves classified as a member 
of the upper tier of a dual-structured society; without this, it is 
very difficult. for them to marry a man in the upper tier: 
Women’s colleges in, Japan are institutions for deciding students 
social standing. Like finishing schools in Britain they are neither 
academic nor vocational-educational, except for a.few. Likewise 
for boys, degrees'and diplomas play a role similar to that played 

= by genealogical charts and records in the Middle Ages. .Firms 
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recruit new members from the ‘gentleman’ class; in, Confucian ' 
Japan candidates must be able to show diplomas in order to 
establish their identity as a member of that class. In fact, both 
boys and girls can obtain a high social standing ‘if they. receive 
‘higher education, while. they can easily lose their parents’ high 
standing if they fail to go on to a university. ' 
On the other hand, Dore emphasizes, the fact that there was no 
systematic, general education in Britain at~ the , time of ‘the 
industrial revolution. This revolution , was accomplished. by 
craftsmen-inventors, mill-owners and so on, who had only a basic 
education and little specialized, scientific and technological 
knowledge. It seems to me, however, that what'wé need to i 
explain is why general education remained so poor'in Britain until 
the late eighteenth century that the industrial revolution had to be 
achieved mainly by dextrous fingers. A partial explanation may 
‘ lie in the long tradition of primogeniture- in England, which 
. meant that children other than the heirs of the parents’ land had 
to become independent at a very early stage of their life. A typical 
child 3 


is early sent to school, but at fourteen leaves home to earn-his living . ..: he 
goes to the nearest country town and stands in the market place [for a job]. 
. At sixteen or seventeen, he is stalwart enough to hire as a man, and now 
7 his wages are doubled. . Many of the men, when about thirty years, of age; ‘ 
are able to take small fanis of their own. «(Mactarlane, 1978: 77- 8) 


This has been a typical life iles among English. lads since the 
fourteenth or fifteenth century. In this way, ‘the- younger sons of 
the gentry, apprenticed to London masters, rose to be City 
managers’ ‘(Trevelyan, 1944: 100). Even the eldest son went away 
for several years before returning to take over a holding. ‘The 
Statute of Artificers (1563).enacted that every craftsman in town 
or.country. had for seven years:to learn his craft under a master 
who-was responsible for him’: (Trevelyan, 1944: 206). Thus, for. 
many.. centuries: apprenticeship was a substitute for. school: in 
England. Behind the fact that higher education has not. been of 
particular concern in England lies the spirit of independence of 
English youth, of English individualism. This has been one of the 
most powerful driving forces in this country, and the existence of 
such a factor has not been emphasized. by. Dore. This big 
difference in spirit, observable between Japan and England, that 
is, Confucian class consciousness vs. English individualism, offers : 
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a basis for developing a Weberian spiritualistic analysis, ‘and such 
a consideration is necessary to complete Dore’s materialistic 
analysis. : . 


| 


Weber’s studies in ideology, religion and ethics (or the national 
ethos nurtured by them) and -their effects upon the people's 
secular life and economic activity, the studies which I call ‘social 
ethology’, are contained in the three volumes of his Gesammelte 
Aufsätze zur Religionssoziologie (Weber, :1920, 1921, 1922) 
chapter XV of his Wirtschaft und Gesellschaft (Weber, 1956) and 
part IV of his Wirtschaftsgeschichte (Weber, 1927). The work on 
the Protestant ethic (Weber, 1930) is of course the most famous 
and controversial. There are many critics of this long treatise, the 
most significant including Brentano (1923) and Tawney (1977, 
first published in 1922). The controversy is surveyed by Fischoff 
(1944). i 
Weber's critics are mainly concerned with the following points 
(Tawney, 1977: 311-13). (1) It would be untrue to say that the 
Protestant (or Puritan) reform was necessary for. the appearance 
of capitalist enterprises — the woollen towns such as Ghent, 
Bruges and Mechelen in Flanders as well as Venetian and Floren- 
tine,capitalism had already. flourished in. the fourteenth and 
fifteenth centuries (Morton, 1938: 109-10) — whereas it would be 
equally untrue to say that the religious reforms were produced as 
a result. of the progress in the material lives of human beings. 
(2) Weber failed to appreciate intellectual movements, other than 
religious ones, which contributed to the promotion of individuals’ 
rational economic behaviour. Brentano and Tawney point out 
that Machiavelli was at least as influential as Calvin.. The studies 
made by St Antoninus of Florence on economic ‘activity and 
processes (Schumpeter, 1954: 95-107) were a second element that 
Weber ignored. (3) Weber seems to have oversimplified- both ‘the 
Protestant ethic’ and ‘the spirit of capitalism’. Tawney says that 
the Calvinists of the sixteenth century were believers in a rigorous 
discipline and would have been horrified by the individualism 
ascribed to the Puritan movement in the seventeenth. Weber left 
unexplained what caused this change. (see Robertson, 1933). 
Hirschmeier and Yui (1975: 52-6) compare the spirit of; the 
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merchant class of Tokugawa Japan with that of the city .' 
merchants in Renaissance Italy. By emphasizing the fact that `` 


capitalist activity was vigorous in Catholic Italy before the age of 
` Luther and Calvin, these authors seem to be making a similar 
criticism to that of point (1) above. Schumpeter (1954) directs his 
attention to a different point. According to him, Weber's 
problém is ‘a typical instance of what may be.termed Spurious 
Problems’. In view of ‘the fact that Weber's concepts of 
feudalism, capitalism, and so on are all ideal types, his problem 
of transforming feudalism to capitalism is a problem of replacing 
the ‘ideal’ Feudal Man by the ‘ideal’: Capitalist Man, neither of 
which have any counterpart at all in the sphere of historical fact. 
Thus, ‘the problem of what it was that turned the one into the 
other vanishes completely’, Schumpeter, 1954: 80-1). Similar 
criticisms as those made by Brentano and Tawney, Hirschmeier 
and Yui, and Schumpeter: could all be made mutatis mutandis 
concerning Weber’s ‘other works, ‘Ancient Judaism’, ‘Confu- 
cianism and Taoism’, ‘Hinduism and Buddhism’ and ‘Islam’. 
It is true that in Weber’s work both ‘the Protestant ethic’ and 
‘the spirit of capitalism’ are concepts constructed on the basis of 
an ideal type. However, as was made clear by Otsuka (1955), 
Weber carefully distinguished between ‘the spirit of capitalism’ 
and ‘the capitalist spirit’, the latter: being the greediness for 
money of, for example, merchants and usurers, military contrac- 
tors and financial magnates, which is seen everywhere in the 
world and is as old as the history of human beings. By ‘the spirit 
of capitalism’, on the other hand, Weber meant the spirit of the 
modern capitalist regime (that is, ‘the attitude which seeks profit 
rationally and systematically as the calling or job’, 1930: 64) and 
had no intention of applying it to ‘capitalism [such as] existed in 
‘China, India, Babylon, in the classical world, and in the Middle 
Ages’ (Otsuka, 1955). In all these cases, Weber explicitly said, 
this particular ethos was lacking (1930: 52). It is evident, 
therefore, that criticism (1) by Brentano and Tawney as well as 
that made by Hirschmeier and. Yui are both off the point. 

Weber was concerned neither with the origination of capital- 
ism, nor with the emergence of modern capitalism, nor with the 
transformation of feudalism to capitalism. His theory is not a 
causal analysis of history at all. We must, therefore, say that 
Schumpeter too: has missed’ the point. What Weber aimed to 
accomplish was to reveal, by use of the ideal typical analysis, that 
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there is a deep internal relationship between Protestantism and 
the ethos of modern capitalism in so far as the former is suited 
to the promotion and enhancement of the latter, so that it could 
have played the role of a driving force of capitalism (see Otsuka, 
.1955). Similarly Fischoff (1968: 77) summarizes what Weber 
intended to clarify to the same effect: that is, ‘it was the spirit of 
a 'tmethodical" Lebensführung which he [Max Weber] was deriv- 
ing from Protestant ascetism and which is related to economic 
forms only through congruence [Addquanz]’. Point (2) raised by 
Brentano and Tawney is not a criticism of Weber but merely an 
indication of another problem. He .was: perfectly entitled to 
neglect all the non-religious intellectual movements foilowing the 
Renaissance for the. simple reason that he was not interested in 
them, although he would have had to take them into considera- 
tion if he had been concerned with a causal investigation of the 
emergence of capitalism. 

Despite this, we must acknowledge Brentano's and Tawney's 
point (3). But this does not mean that Weber's analysis was 
wrong; it only implies that it was imperfect. We construct various 
ideal types on the basis of historical, sociological or economic 
observations and examine the logical, phenomenological or inter- 
pretive interrelationships of these ideal types. We have to begin 
with a simple conceptual scheme from which only an over- 
simplified picture can be obtained. By using a more complicated 
scheme of ideal types, however, we may alwáys arrive at a better 
understanding of history or the society. Thus Weber is a base for 
further development, i.e.:a first approximation. | 


III 

Why did ‘modern capitalism’ not emerge at other times and in - 
other places than modern Western Europe? It was Weber’s belief 

that .modern capitalism was not automatically produced by the 

development of science and technology. Behind its emergence was 
also the emergence of a rational, anti-traditional way of thinking : 
among human agents. He asked why there had been an enormous 

historical difference in this respect between the:Orient and the 

Occident. For the purpose of answering this question he made a 

magnificent comparative study covering Europe, the Middle East, 

India and China and concluded that the modern Occident was 
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.provided with religious elements favourable to the rise of 
capitalism, while. such elements were absent in other civilizations. 
He states, in connection with China, that ‘genuine prophecy 
creates from within a way of life systematically oriented towards 
a.single scale of values, and in the light of such an orientation the 
world is regarded as raw material to be shaped in ethical terms 
according to the given norm’ (Weber, 1920, I: 521). Confu- 
cianism is the reverse of this. Weber. considers that, like 
Protestantism, Confucianism is a highly rational religion, but 
there is an.important contrast between them: ‘As against the 
accommodation to the world found in Confucianism we find in 
` Puritanism [or Protestantism] the task of reorganising the world 
in a rational manner’ (1920, I: 527). Thus, whilst ‘rationalism’ is 
contained in the spirit of both ethics, the Confucian rationality is 
different from that of Puritanism: ‘Confucian rationalism ' 
signified rational accommodation to: the world: Puritan 
rationalism rational control of the world’ (1920, I: 534). It was 
only the latter which fostered modern natural science and 
` promoted the spirit of capitalism. In China not only were natural 
science and technology absent, but also natural law and formal 
logic. China, therefore, failed-to-achieve a shift from empirical to 
rational techniques: "Everything remained at. the. level of 
sublimated empiricism’ (Weber; 1920, I: 440). - 

Each religion has a social class which supports that religion and 
which therefore exerts a decisive influence on its development and 
propagation. In.the case of Confucianism, it was the mandarins — 
*earthly, rational stipend-holders of literary qualifications! — 
whilst in the case of Hinduism and Buddhism, it was the 
hereditary Brahmin caste with its knowledge of the holy books, the 
Vedas, and also the ascetic and meditative wandering mendicant 
friars. (In the case of Christianity it was itinerant craftsmen or 


e urban: citizens.) Moreover, in India the.society is deeply divided 


into: countless castes; sects,-speech and blood. groups. Almost. 
without explanation, -metaphysical promises given by Indian 
doctrines of salvation are only accessible to those of the Brahmin 
- caste or those living monastically, though some are valid for the 
-Beneral populace. In India, as in China, there is a deep gulf 
between the educated few and the illiterate mass, and knowledge 
is the single absolute path.to the highest holiness in this world. 
Indians differ from and are more faithful than. Chinese in believ- 
ing that. this rule, applies-to the world beyond too. | 
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Because of this very strong and strict dualism dividing society 
into two strata, Hic wise and. educated few and the uncivilized 
plebeian masses, l 


the factual, inner orders of the real world, that is, nature and art alike, duis 
and economics alike, remained concealed from noble men, since these things 
were so barren as far as their particular interests were concerned, Their way of 

| life was oriented, in striving for extraordinary things, to the example set by 
their prophets and wise men who were their absolute exemplars in every major 
respect. For the plebeian, however, there was no prophecy of ethical mission 
which would. serve, as rational formulation for their everyday, life. (Weber, 
1921, II: 378) 


As the elite was so taken up with mennie and the plebeians 
so ignorant, one could not expect modern capitalism to emerge in 
India indigenously and autonomously; the natural and social 
sciences have been of poor quality in India throughout her 
history, whereas magic-and metaphysics have always been rich 
and prosperous. The imbalance -between theoretical and practical 
statistics in India is a mere symptom of the intellectual POM 
tion prevailing in the Society. > 

Weber’s whole comparative study of world religions may be 
regarded, as he himself perceived, as a massive unified work 
aimed at clarifying the cultural background, spiritual backbone 
and the materialistic ‘consequences. of occidental: civilization. 
From a different point of view, ‘however, it may be seen as part 
of the overall task of: establishing the proposition that the 
economic performance of various peoples or nations is unstable 
and influenced by the slightest change in.their ethos. Weber 
completed only that: part concerning Christianity, but.he left 
unfinished the parts relating to other religions, for “ml 
Confucianism, Hinduism, Buddhism. 

The instability (or knife-edge) thesis is based on the observation 
that Catholics and Protestants, who share the same Bible but 
interpret it differently; are significantly different -in their: modes 
of worldly behaviour: Weber sees“ the’ essential disagreement 
between the two as lying in the-fact that Protestantism removes 
the barrier between layman and clergy by discarding the division 
of Christian ethical precepts into praecepta and consilia, while 
Catholicism sticks to this dualism. For all Protestant denomina- 
tions ‘the only way of living acceptable to: God was not to outbid 
worldly. morality by monastic ascetism, but solely: through. the 
fulfilment of the obligations imposed upon the individual .by his 
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position in the world. That was his calling’ (Weber, 1920, I: 69). 
Thus, by interpreting the same Bible differently Protestantism ' 
produces the concept of a job as a ‘calling’, that is, a task set by 
God, by which secular life (therefore economic activity) is 
connected with’ the will of God. Then one’s job becomes one’s 
duty, and this kind of outlook on work is, at least in some stage 
of history necessary for the establishment of the capitalist regime 
and the take-off of its economic growth. The Protestant Refor- 
mation was a breakthrough by which ascetism, confined up to 
then within monasteries, was openly released into the outside 
secular world. People then began to act ascetically and rationally; 
rational -utilization of capital was carried out and the rational 
capitalistic organization. of labour was implemented. ' Protestan- 
tism thus contributed to:(or is congruent with) the establishment 
of an efficient economic system. 

` -As for China and India, no such instability Stan is found 
‘in Weber’s works. He only concludes that neither Confucianism, 
Hinduism nor Buddhism is suitable for. promoting the spirit of 
capitalism; each contains some significant factors which work to 
prevent the emergence of capitalism. He is nearest to the knife- 
edge proposition when he says:-‘The Chinese in all probability 
» would be quite capable, probably as much as if not more capable 
than the Japanese, of assimilating capitalism which has tech- 
. nologically and economically been fully developed in the modern 
culture area’ (Weber, 1920, I: 535). I have, however, found room 
for further investigation and developed, for the sake of com- 
parison between China and Japan, an argument parallel to the 
one that Weber. made with respect to Catholicism and Protestan- 
tism (see Morishima, 1982). 

In my opinion, between China and Japan there is prima facie 
no significant difference i in ideological layout. They are primarily 
Confucianist ‘countries; Buddhism came to Japan not directly 
from India but always through China, ‘and Shintoism, which is 
generally thought of asa religion truly indigenous to Japan, was, 
even in its ancient primitive form, deeply influenced by. Chinese 
Taoism; indeed it.has been suggested that it might even be 
nothing other than a disguised Japanese version of Taoism. In 
spite of this, Japan succeeded. in easily assimilating modern 
capitalism, while China continued to be exploited by imperialists 
from the West and Japan. Of course, there are geographical, 
sociological and historical differences between these two countries 
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which played favourable or unfavourable roles in deciding their 
fates in the last century. For instance, Japan is an island and did 
“not break into fragments; China was far more vulnerable. 
China's big families are compared with Japan's relatively small 
ones. Also, throughout her history, China was almost always in 
the hands of civil service bureaucrats, while Japan, at the end of 
her feudal era, was dominated by military officers, samurai. 
These differences, except for those which are beyond the control 
of the people, such as geographical differences, can only be 
explained by viewing them in the light of instability theory. 

It is noticeable that whereas the Chinese interpretation of 
Confucius’ doctrines is individualistic and humanistic, the 
Japanese one is nationalistic and. militaristic. This contrast 
arguably has existed ever since Confucianism first came to Japan 
in about the sixth century. This is not surprising, since the 
Japanese have suffered at all times from a sense of inferiority vis- 
à-vis the powerful Chinese empire, leading them to: be, through: 
out their history, closely banded together and aggressive 
(Morishima, 1982: 1-19). At the end of the period: of isolation 
which lasted for more than 200 years up to 1859, Japan was 
under pressure from the West. In this crisis the intelligentsia — 
samurai, who had been educated in the Japanese-Confucian 
manner — succeeded in unifying the country and_ finally 
established a new, powerful, modern government. It eventually 
established a nationalist capitalist economy based on a seniority 
system, lifetime employment and the loyalty of employees to their 
company, a system perfectly fitting to the ethos of Japanese 
Confucianism (Morishima, 1982: 52-87). 

For the establishment of modern western-style capitalism, there 
are two preconditions: the nation state and civil society. In order 
for the capitalist: mode of economic behaviour to prevail, an 
administrative organization must be established, which secures the 
continuance of the regime. There must be a strong government 
which enforces rational law in order to enable each member of 
society to calculate the consequences of his or her activity 
objectively and quantitatively. The government must have profes- 
sional bureaucrats, administrative, judicial and military (Weber, 
1927: 337-43). It is very much due to the nationalistic Japanese 
form of Confucianism that Japan, which had been split into 
many class and regional segments, was easily unified into a nation 
in a relatively short period of about twenty years, although there 
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were obviously other favourable factors, such as Japan’s being an 
island country and Japan’s awareness that the Philippines had 
fallen into the hands of Spain and that China was under constant 
attack from western countries. In 1890 Japan already had a 
powerful modern government with officials recruited from among 
ex-samurai and new university graduates. 

It was, however, very difficult for Japan to fulfil the other 
precondition. In-contrast with Christianity, according to which 
- everyone is equal in the sight of God, Confucianism promotes a 
collectivist ethic and the ethics of functional.role expectation (see 
Hirschmeier and Yui, 1975: 44), both of which maintain and 
strengthen the hierarchical character of the society. Therefore, the 
elements of a civil society were not well developed in Meiji Japan, 
and it is evident that this strong nation with its weak civil society 
was not suited to competitive capitalism of the western type. It 
created a different type of production system,? though this can 
be included in the broad category of capitalism. In this economy 
the invisible.hand is more visible, since the government always 
takes the initiative and plays the role of helmsman of the 
economy. Efficiency has been established by collaboration rather 
than competition; and the idea of class antagonism has not Been 
widespread among trade unionists. 


IV 


We may now say that by virtue of the emergence of Japan, 
capitalism can no longer be monochromatic. Moreover, as the 
capitalism of the West, which may be called Protestant 
capitalism, declines as Schumpeter (1943: 61) has pointed out, 
because of its very achievements, its very success, so the Confu- 
cian capitalism looming in the East becomes more alarming. We 
will return to this later. The attainment of an economic optimum 
via individualistic economic competition, which is said to be the 
most important raison d'étre of the free enterprise system, is 
neither the main purpose nor the prime function of the Japanese 
economy. Not competition among workers vis-à-vis the firm, but 
collaboration between workers for the benefit of the firm 
becomes the more important subject for analysis. In fact, in 
Japanese society competition prevails, not so much among adults 
but among children, who are selected and allocated to various 
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tirms according to the qualities of the diplomas they have 
received in the educational rat race; once they have been allocated 
to a firm, it is very difficult for them to move, especially from | 
a small firm to a big one. In addition, Japanese society is a dual 
society; there is a big gulf, in wages, fringe benefits, productivity, 
risks and the rate of profit, between the big business sector and 
the small business/subcontractor sector. Compared with western 
firms Japanese big business operates in a very bureaucratic way, | 
often adopting, instead of the western planning. and decision 
making by top management, the ringi system (the system of 
‘proposal submission from below and approval by the seniors’, 
Dore, 1973: 227-8) according to which responsibility is diffused 
throughout the’ organization and it is difficult to identify where 
the’ real responsibility lies: Moreover, the newly industrialized 
countries such.as Korea, Taiwan, Hong Kong and Singapore are 
all dominated by’ Confucianism. For the analysis of these new 
capitalist societies, especially Korea, Taiwan and Japan, a new 
economic model emphasizing collaboration, group. consciousness 
and nationalism should be formulated. | 
In order to analyse non-occidental economies Marx conceived 
the idea of the Asiatic mode of production (Melotti, 1977). In its . 
typical: form this mode of production develops in the vast areas 
of the world where the climate is intensely hot, so that such areas 
are likely to embrace huge:tracts of desert. Land in such areas is 
virtually a free good, and for ‘that reason private ownership of 
land does not exist. Irrigation and fertilization are the most 
important tasks.of the state, and in these places it is the state 
which is the supreme landlord. In economic terms the people 
possess no power whatsoever vis-a-vis the ruler, and autocracy 
therefore prevails (Oriental Despotism). There is no question of 
the people in countries of this kind being civil, in the western 
sense of the word. 
Japan-and the other new industrial countries. of: Asia are 
certainly not typical of the Asiatic mode of production. In the first 
place they are countries whose land areas are small and where 
irrigation is not a matter of life and death. They are all seagoing 
nations with long coastlines in proportion to their total land areas; 
all have developed by means of foreigm trade by sea. Yet: -the 
population of these countries is largely made up either of Chinese 
or of people who have been conspicuously influenced by the culture 
: of China, so their manners and customs are distinctively Chinese 
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in a broad sense. In these countries, ' which -have developed DA 
acquiring the greatest possible demand for their goods from 
abroad, home demand is not very important to their economic 
growth. An exception to this is Japan, which has fairly large 
home demand, but even in Japan domestic demand is not the 
main. motive force behind development. : 

So in these countries the fact that a civil society fails to develop 

is not a serious matter; despite poor home demand .from their 
poor civil. societies they could still expand their economies. In this 
way, they embarked on a forced march of rapid growth to catch 
. up with the West; In particular, the growth programmes of Japan 
.and.Korea were formulated in such a way that the completely 
modernized industrial core produced within Japan or Korea was 
steadily expanded at all costs. The small, business/subcontractor 
sector was a loser at all times; it was exploited and eroded by the 
big business sector, which was supported by the state. For the 
forced march loyalty and service in the form of devotion to the 
state and the.work- place are required of the people, and through- 
out the period of modernization.there has been little recognition 
that each individual has an innate right to freedom and self- 
- enlightenment. . 

A strong nation-state is a precondition for both capitalism ind 
socialism. It might be said that the nationalistic Japanese Confu- 
cianism which is not suited to the establishment of a civil society 
would probably accord more with socialism than capitalism.’ At 
the time when the modern state was formed in Japan, however, 
socialism was only.a theory; no country actually had a socialist 
economy. If the modernization of Japan had been- carried out 
later than immediately after 1868, she might -have taken a more 
socialistic approach, instead of taking the option of state 
capitalism as she actually did. The course of historical develop- 
ment of society is not unilinear, not only .within the capitalist 
camp, but also over the broad spectrum of regimes from - 
capitalism to socialism. Furthermore, the instability thesis implies 
that by shifting the ideological base ‘of society a wide variety of 
new courses of economic development will be opened. up. and 
these may significantly differ: from the course that would have 
been followed in the absence of such a shift. 

From the point of view of instábility theory it is entirely 
reasonable that'philosophers, political leaders and revolutionaries 
in the Third World recognize the importance of modification or 
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replacement of existing ideology. In the case of China Sun Yat- 
sen advocated the western concepts of nationalism, democracy 
and people’s welfare. Chiang Kai-shek emphasized Confucianism 
and Protestantism, and Mao Tse-tung accepted Marxism. Of 
these three only Mao was successful in giving rise to a remarkable 
_change. in the people’s attitude, which resulted, in turn, in. an 
enormous -improvement in their economic life. In India, the 
influence of the idea of human spiritual and social equality. in 
missionary Christianity led Mahatma. Jotirao Phule to devote 
‘himself to abolishing the Hindu caste hierarchy and forming a 
new religious identity (O’Hanlon, 1985), while Mahatma Gandhi, 
also influenced by Christian ideas, tried to improve the lot of the, 
weak and: oppressed, especially the untouchables. As a Hindu 
himself, Gandhi: did not wish to abolish the caste system but 
fought its evils. He condemned modern western civilization, and 
wanted to preserve the Indian cultural traditions, by opposing the 
spirit inherent in both socialist and capitalist industrialism at the 
time (Buss, 1985: 17—22). He laid himself open to cross-fire from 
conflicting forces and was shot dead by. a Hindu fanatic. 
Gandhi held heredity in high regard because he believed that to 
disregard the law of heredity would create great confusion. This 
belief caused his reluctance: to abolish the caste system, which is 
the mainstay of traditionalism in India.. This attitude, despite his 
great desire to improve the position of the untouchables, made 
him very much a gradualist. He could minimize bloodshed in the 
Indian independence movement by his advocacy of passive 
resistance. In the same spirit he insisted on the importance of 
villages as against cities, because he believed that truth and non- 
violence were only possible in the context of the simplicity of the 
villages. He also considered that labour was more important than 
machines. in the industrial development of India. This emphasis 
was shared by Mao. For Gandhi, independence by -passive 
resistance was independence achieved through the indigenous 
Indian spirit; the important thing was to stand by themselves 
without the help of western civilization. Gandhi considered that 
the ancient Indian ethics, which knew nothing of rights but only 
duties, should be the basis of Indian development in the future. 
He emphasized that all rights derived from duties well performed 
. (Buss, 1985: 17). : j 
„It is clear that this philosophy of Gandhi denounces civil 
society, one of.the main pillars of western capitalism, and 
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promotes nationalism. The situation is in strong contrast to that 
of Japan after 1868. It is true that in Japan too there were many 
fanatical nationalists who rejected everything western and strictly 
upheld Japanese traditions, but Okubo Toshimichi, the central 
figure of the Meiji Revolution, was brave enough to abolish the 
caste system, which had prevailed more or less rigorously 
throughout the Tokugawa era (1603-1867). In China Confu- 
.cianism was a philosophy for feudalism and had always 
supported the feudal hierarchy of. status, but its caste system had 
no metaphysical justification, unlike its Indian counterpart, which 
has had such a justification continuously since Aryans first came 
to India. So the caste system is more separable from Confu- 
cianism in China than it is from Hinduism in India. Furthermore, 
in Japan the system was predominant only during the Tokugawa 
period. By comparison with Gandhi, therefore, Okubo could 
more easily terminate a‘system which had been a major source of 
economic inefficiency. By abolishing the caste system Okubo 
could bring to an end the feudal division of society into fixed 
classes; this not only contributed to an upsurge of nationalism, 
but also released individuals from the feudalistic fetters that 
hindered modern individualistic competition. In this way, the 
Japanese gradually began to recognize the importance of civil 
society in modern life, though this was not openly acknowledged 
until the end of the Second World War. 


V 


From this we may conclude that the line of moderate passivity 
which was taken: by Gandhi was not revolutionary enough to 
make the Indian economy move in the direction of modern 
capitalism or socialism. However, unlike the Chinese and the 
Japanese, Indians are more sincere and serious in their search for 
truth and salvation. In Hinduism they have developed a magnifi- 
cent metaphysical theory, but unfortunately it is a religion of 
caste and renunciation of life. As a Hindu, Gandhi was no 
exception; he was possessed by the devil of caste. This is the 
tragedy of Gandhi, the tragedy of India. Unlike Japan but like 
China, the introduction of elements of western ideologies, for 
example Protestantism, socialism or even Marxism, into the 
indigenous religion is necessary, or indispensable, for India’s 
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| economy to develop in a rational and secularly ascetic manner. 

Myrdal (1972) is also-very critical of the caste system. Given 
the sanction of religion (that is; of Hinduism) which is even 
today very powerful among Indians, the caste system is still 
strongly influential there, particularly in Indian villages: It 
divides the society and is therefore an obvious obstacle to 
development: ' . 


It fortifies the contempt and disgust for manual work prevalent in all «social 
_ Strata. Since an orthodox Hindu regards not only those who perform this work 
but everyone outside his own caste as beyond the pale, it also warps and 
stultifies ordinary human feelings of brotherhood, and compassion. (Myrdal, 
1972: -147) - 


Naturally, this caste system “creates divisions of culture and 
economic interests which work against national consolidation. 
Moreover, according to Myrdal; ‘we cannot claim that this ideal 
of a more disciplined nation is shared by'a'large number of 
people even: among the intellectual elite.of South Asia’ (1972: 52). 
Thus he:concludes that under present conditions in India develop- 
ment cannot be achieved unless the people observe ‘social 
discipline much more strictly than the prevailing interpretation of 
democracy in the region permits. ‘Too much individual interest, 
too little public spirit’ is the diagnosis for ‘India; it is completely 
opposite to that for Japan. .. " ^.^, 

In this situation, Gandhi still believed rion- abierit Sos née 
to. be possible by persuading'the privileged to: abandon their 
privileges and enter into truly. democratic co-operation with the 
underprivileged. Quoting from D.R. Gadgil who criticizes such 
optimism by Gandhi as ‘little more than revivalism', Myrdal joins 
with him in saying that. ‘the failure of Gandhi's approach ‘‘lay 
essentially in not recognizing the need’ for.thoroughly demolishing 
the ‘older institutional and: class forms. before a new synthesis 
could: be:attempted”’ (Myrdal, 1972: 178). On the other hand, 
Myrdal appreciates other aspects of Gandhism. Gandhi rejected 
not only European products: but also the European mode of 
industrialization. He resembled Mao in rejecting the use of 
machinery in the large-scale factory mode of production in cities. 
As pointed out earlier, he emphasized villages and labour instead. 
Myrdal finds an essential element or rationality in this gospel of 
Gandhi: ‘the programs for promotirig cottage industry das they 
have: evolved in the post-war era have comé more and more to 
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represent purposeful and realistic planning for development under 
the very difficult. conditions that prevail’ (1972: 325). 

It is evident, however, that however brave, ambitious and 
respectable such a thing might be, it is extremely difficult and 
expensive, to achieve such a growth programme without the, help 
of European civilization. Gandhi's philosophy of.making India 
Indian again by dint of the Indian spirit alone is. an obvious 
antithesis to the Japanese slogan after the Meiji Revolution, 
*Japanese spirit with Western Technology'. It is not surprising to 
see that the instability theory has not worked in India; for that 
theory to work, it requires that a new shift in ideology creates 
secular asceticism and rationalism among the people." 

Despite the existence of many articles in search of a Protestant 
ethic analogy in Asia, my book (Morishima; 1982) might claim to 
be unique in clearly referring.to the instability of secular life in' 
response to a change in ideology or a religious reform. In the case 
of Japan, it has been suggested that such religious sects as Jodo 
Shinshu and Zen-shu and such ethical movements as Hotoku-kyo 
and Shingaku are associated: with Japan's. successful ‘economic 
achievements (Bellah; 1957: ch. 5; McClelland, 1961:.369—70). It 
is true that Jodo Shinshu can be considered Buddhism's version 
of Protestantism and that it has played an important role in the 
secularization of Buddhism in Japan. It is:also true, as Bellah has 
pointed out, that the priests of the Jodo Shinshu sects gave 
sermons emphasizing the importance, of *inner-worldly: asceti- 
cism’. As a matter of fact, however, after the defeat of the Ikko 
uprising (1571-80) by Nobunaga, Jodo Shinshu (sometimes called 
Ikko-shu) had little desire for social reform, fierce, indignation 
against evil, nor any.concept of popular salvation. Throughout 
the Tokugawa era; and even since then, its leaders indulged 
‘themselves in .an aristocratic life style. Moreover it is certainly 
true ‘that Hotoku-kyo and Shingaku were. popular among 
Tokugawa merchants, but Bellah’s (1963) criticism of McClelland 
— that he is mistaken in concluding, that samurai in the Meiji 
period were devotees of Zen Buddhism — holds just as well for 
his own discussion of the Hotoku-kyo and Shingaku movements. 
In fact; political leaders and industrialists in the Meiji/period were 
not:much influenced by these movements. Meiji Japan was still 

' a samurai society and it was Confucian thought which played the 
role of the driving force behind. modernization in that period 
(Morishima, 1982; Golzio, 1985: 98-9). 
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‘Articles concerned with the relationship between religion and 
inner-worldly asceticism’ in the non-occidental areas seem mainly 
to have tried to identify those religions which have most contri- 
buted to- enhancing the motivation necessary for entrepreneurial 
activity, but they have neglected: the problem of motivation for 
asceticism om the workers! side (for example Eisenstadt, 1968; 
Buss, 1985). In Weber, as was seen in an earlier part of this 
chapter, both are constituent 'elements of the spirit of the 
capitalist regime. We may say, therefore, that these articles are 
not genuinely Weberian because they discuss only 'the capitalist 
spirit’ but not ‘the spirit of capitalism’. They are,also far from 
realizing that Weber's Protestantism thesis is essentially an 
instability or knife-edge theorem. Only Bellah (1963) is near.to 
finding the theorem (but has missed it) when he says: *As every 
reader of the famous [Protestant ethic] essay knows, the material 
is derived from England primarily, and not from Germany, where 
the Reformation remained abortive in important respects and its 
structural consequences stunted.' Without the instability theorem 
it is rather difficult to understand why Japan and the two coun- 
tries of Korea and Taiwan, both of which have been greatly 
influenced by Japan in terms of education and worldly behaviour, 
have been successful in. breaking through the barriers to moder- 
nization,. whilst China, though having once accomplished a 
brilliant breakthrough under the communist party since the war, 
was later greatly disrupted by the cultural revolution launched by 
the whimsies of Mao. ‘The cultural revolution’ and ‘brain- 
washing’ look prima facie like Marxist concepts, but in spite of 
their concern with violent activities, they are entirely in place. in 
a Weberian glossary. . 

‘Finally I would add that the instability theorem may work’ not 
only in the Third World but also in socialist countries. Marxism 
might be.revised in such a way:as to considerably enhance their 
economic achievement. 


VI 


A dynamic congruence theory may be obtained by combining 
what I have called the Marxian and Weberian. approaches. Let 
E, and S, represent the state of the economy in period ¢ and the 
state of the superstructure in /, respectively. According to the 
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Marxian theory, for each E, there is an adequate ‘state of the 
superstructure $*, while the Weberian-theory ‘says that there is 
also a reverse relationship of adequacy: between E and S, that is, 
for each given S, there is.an adequate state of the Economy E*. 
Let us express these two kinds of congruency as S* = M(E,) 
and E* = W(S,), respectively, and assume that there is no time 
lag in the realization of the Marxian congruence, so that S* = 
S, = M(E, ) while there is one period: of lag in the Weberian 
ong: E* = 'E,,,.= W(S,). (This is the assumption for the sake 
of simplicity: We may alternatively assume that there is some time 
lag in the Marxian congruence too and can mutatis mutandis 
apply the following argument to this bilaterally lagged system.) 
Combining these, we have S,,, = M(W(S,)) and find that where 
W is not the inverse of M, there is a dynamic movement of S and, 
hence, of E. With a given S, we obtain E, by the Weberian 
` theory. Then the Marxian theory tells us that S, is congruent to 
E,. Similarly, we obtain Æ, as corresponding to S, and S, to E;; 
and so.forth. Thus a movement of superstructure, S,, S,, S3, 

. and a movement of economy, Ej, Ej, Ej, ... are generated 
from’ the. original state Sj. In the sequence of the states of 
economy, E, ¢.= 1, 2, 3, .. ., those £,’s for all t: ‘some t! 
would belong to the same regime, say.the capitalist while E/s. 
for £ > t' might belong to another, say, the socialist. In this case 
we have a transformation of the economy from capitalism +0 
socialism.. : i 

This is a scheme of historical transformation .which is 
established by- using both Marxian and Weberian components. 
One example of this is Schumpeter’s theory of the evolution of 
society. Contrary to the Marxist theory of revolution which main- 
tains that. .the capitalist regime will finally collapse and be 
replaced by socialism or communism because economic polariza- 
tion becomes unacceptable and repeated crises become: more and 
more stormy and explosive, Schumpeter develops the following 
argument: 


the actual and prospective performance of the capitalist system is such as to 
negative [sic] the idea of its breaking down under the weight of economic 
ead failure, but . . . its very success undermines the social institutions which protect 
it, and ‘inevitably’ creates conditions in which it will not. be able to live and 
' which strongly point to socialism as the “heir apparent. (1943: 61) 


In more detail, í | Fe D 
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capitalism creates a critical frame of mind which, after having destroyed the 
moral authority of so many other institutions, in the end turns against its own; 
the bourgeois finds to his amazement that the rationalist attitude does not stop 
_at the credentials of kings and popes but goes on to attack private property and 
the whole scheme of bourgeois values. (1943: 143) 


In addition, there is the fact that in. Europe, where nation-states 
competed for internationally mobile capital, they were in collu- 
sion with capital and treated the bourgeois exceedingly favour- 
ably.* Naturally, such a collusion could also be a target of 
severe criticism. Monarchs strove for the provision of infrastruc- 
tural services for industry and commerce in order to gain revenue 
for themselves. Furthermore, ‘In a purely bourgeois regime’, 
Schumpeter says, 


troops may fire on strikers, but the police cannot round up intellectuals or 
must release them forthwith; otherwise ... the’ freedom it [the bourgeois 
stratum] disapproves cannot be crushed without also crushing the freedom it 
approves. ... In defending the intellectuals as a group ... the bourgeoisie 
defends itself and its scheme of life. Only a government of non-bourgeois 
nature and non-bourgeois creed . . . is strong enough to discipline them. [1943: 
150] 

Freedom of public discussion involving freedom to nibble at-che foundations 
of capitalist society is inevitable in the long run. . ..; The intellectual group 
cannot help nibbling, because it lives on criticism... sand criticism of persons 
and of current events will . . . fatally issue in criticism of classes and institu- 
tions. (1943: 151) 

‘Once the superstructure of western capitalism reaches this 
stage, it is obvious that the economy cannot. work in the way it 
worked when ‘the Protestant ethic’ and, therefore ‘the spirit of 
capitalism" prevailed in the society. At this stage, innovation will 
also have been reduced to routine. Entrepreneurship tends to.be 
depersonalized, and automated: 'Bureau and committee work 
tends to replace individual action’ (Schumpeter, 1943: 133). As in 
the ringi system of Japanese firms, a.very bureaucratic form of 
decision making will be adopted. Not only will the entrepreneurial ' 
function become obsolete, but other strata supporting the regime, 
such as aristocrats and rentiers, will also tend to become power- 
less, and will finally disappear. It will become an age of profes- 
sionals and intellectuals and, as in Japan, the educational rat race 
will become hectic and. severe. x 

Such a situation is very.remote from that of Sévénieenith- 
century England, with which Weber is mainly concerned in his 


N 


72 2 M. Morishima 


famous Protestantism essay. Let S, be the superstructure in the 
seventeenth century which has.the Protestant ethic as its domi- 
naht element and E, the modern capitalist economy which was 
emerging and growing at that time. Furthermore, let S, be the 
superstructure with the kind of ethos which, as has just been 
described, Schumpeter considers to prevail in mature capitalist 
economy in its closing. years, and E,,, the new economy, which 
would be in accordance with the superstructure S, Schumpeter 
speculates that this new economy will be a socialist one. As has 
already been seen, however, the capitalist camp. is no longer 
‘homogeneous now. that Japan has established herself as a Confu- 
cian capitalist’ state. An alternative option is now available. The 
‘diseased’ western capitalist economy in its final stage might be 
‘metamorphosed into a more socialistic variety of capitalism of the 
Japanese type, rather than switching immediately to socialism. 
Schumpeter ‘also neglected the possibility of the appearance of 
someone like Mrs Thatcher, whose aim is to intervene in the 
` process of metamorphosis in the hope of reviving the Victorian 
ethic and spirit in the late twentieth, century. In any case, 
Schumpeter's scheme of ‘transformation of a society from 
capitalism to socialism is too simple to'be accepted: without 
modification, because the rich menu of future economic systems 
now available to each modern society is likely to contain several 
options, from among which a society can choose without undue 
‘friction. It is not entirely inconceivable that competitive . 
capitalism, having started with: the Protestant ethic, will end in 
the managerial capitalism of the Confucianist or Japanese type. 
Since the time ¢ at which some kind of Schumpeterian transfor- 
mation is made has not yet come and, hence, ¢ takes on'a large 
. value belonging to the future, it.is necessary for us to make an 
empirical analysis for the past and a deductive analysis for the 
future in order to fill in the intermediate stages (S, E;,;), i = 1, 
2, ..., f—1, between the Weberian age (S, "Ej) and the 
Schumpeterian age (S, E,,;): In this way we might: be able to 
obtain a complete course.of.dynamic congruence of S and E from 
Oto t. Moreover, in view of the fact that the superstructure S is 
not a single entity but a multidimensional complex consisting of 
religion, culture, international environment and many others, it is 
extremely difficult to determine the dual: relationships $; 
M(E) and E,,, = W(S;) which generate sequences S, E;,,, 1 =. 
1, 2, ..., t—1. This is a classic point raised by Brentano and ` 
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Tawney. However, despite the fact that controlled experiments 
are almost impossible in the social sciences, it is still possible to 
imagine ceteris paribus situations from which deductive analytical 
conclusions can be derived by skilfully applying the method of 
thought experiment based on the idea of Verstehen: In this way 
we may minimize the. ambiguity: and arbitrariness unavoidable’ in 
this sort of research and may at least obtain a model which is 
useful for interpreting (or understanding) history from the view- 
point of congruence between superstructures. and infrastructures. 


vn 


Thus, providing we are satisfied with a rough first approximation 
in the form of a partial theory, the task of dynamizing the 
Weberian thesis may not be entirely impossible. In fact, there ` 
have been attempts to tackle this problem. For example, Wiener 
(1981) does deal with the cultural background of the decline of’ 
the industrial: spirit in Britain in the period 1850-1980, though his 
work has to be carefully ‘re-examined in conjunction with 
economic history analyses, such as those by Church (1980), Deane 
and Cole (1967) and others. Wiener develops a view which is an 
alternative to Schumpeter's but does not entirely contradict it. He 
emphasizes the ambivalent character of the English ethos and 
writes that this ambivalence' placed lasting social and psycho- 
logical limits on the industrial revolution in England and, in spite 
of Britain's being a pioneer of modernization, a hostility to 
industrialism* persisted’ thére; the prosperity’ of’ industry’ was 
shortlived and thé age of post-industrialization came soon. ‘This 
view is not unconnected to that of Weber, who also noticed the 
ambivalence of the English character: in his words, 


through the whole of English society ever since the seventeenth century we seé 

the conflict between the squirearchy, the representatives: of ‘merrie’ old 

England, and Puritan ‘circles widely fluctuating in their social influence. Both 

elements, on the one hand an unspoiled naive joy of life, and on the other a 

strictly regulated, reserved self-control combined with convertional ethical 

conduct, are even to-day combined to form the English national cgaracter. 
: (Weber, 1930::173) - 


Similarly, Wiener points out that while-England gave birth to the 
industrial revolution and exported it throughout the world, the 
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English themselves were not comfortable with materialistic 
growth. They have always had the view that England is essentially . 
the countryside, a green and pleasant land. The English way .of 
life stresses 'nonindustrial, noninnovative and . nonmaterial 
qualities’ (Wiener, 1981: 6). ‘The English genius,' he writes, *was : 
(despite appearances) not economic or technical, but social and' 
spiritual; it did not lie in inventing, producing, or selling, but in 
persevering; harmonizing and moralizing' (1981: 6).. 


As.the superstructure S is multidimensional, it may contain, as : : 


it does in the case of Britain, contradictory elements, the spirit of | 
anti-individualism as well as the spirit of capitalism, and this ~ 
ambivalence creates a dynamism in the economy. Throughout the . 
nineteenth and twentieth centuries Britain has more.and more 
been inclined; in the. choice between workshop and garden, in 
favour of the latter. In Wiener's words: ‘the dominant collective 
self-image in English culture became less and less that:of the 
world workshop. Instead, this image was challenged -by -the 
' counter image of an ancient, little-disturbed ‘‘green and pleasant 
land". Britain all too soon lost the position of workshop, of the 
world in the competition for economic hegemony. i 
In this dynamic process, Wiener says, the ‘period of recognised 
‘economic crisis in Britain was preceded by.a century. of. psycho- - 
logical. and intellectual de-industrialisation’ (1981: 157). This view 
fits perfectly:;to our formula incorporating time lag, Ej, = 
W(S,). Wiener resembles Schumpeter in so far as they both. 
emphasize cultural elements as one of the major causes of the: 
decline of iridustrialism in Britain: ‘The politicians, civil servants, 
churchmen, professional men, .and publicists who did so, much to 
shape modern British political opinion and policy moved in a. 
climate of opinion uncongenial.to the world of industry’ (Wiener, 
-1981: 159). Their images of a very attractive way of life were 
‘geared to maintenance of a'status quo rather than innovation, 
comfort rather than attainment, the civilized enjoyment rather 
than the creation, of wealth' (1981: 159). This would obviously 
give rise to a decline in both Schumpeter's entrepreneurship and ` 
Weber’s spirit of capitalism. By developing and improving this 
sort of theory we may eventually obtain a theory, of history, or , 
a dynamic theory of social economy which is better than either 
.the Marxist doctrine of historical materialism or the Weberian 
social theory of the ‘Protestant ethic’ thesis type. : 
Despite its brilliance. I do not.entirely subscribe to Wiener's 
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analysis; we may conceive of another plausible conjecture con- 
cerning the ‘British disease’. It is true that his attempts to relate 
Britain's economic decline to the ambivalence which is found iri 
the English ethos is novel and ambitious. There is no doubt about . 
this. My own conjecture, however, is that the British two-party 
system is greatly responsible for the decline, though this system 
may of course be considered as a political reflection, or symboli- 
zation, of the ambivalence in the national ethos. Economic decay 
may be considered aš the cost paid by the British people for keep- 
ing'the two-party system for the sake of democracy, individualism 
and liberalism. 

Finally it must be de that both Marxian and Weberian 
approaches .are indispensable elements in the ‘extended 
economics’. that I propose. Where no individual is moved by the 
spirit of maximizing utility and no entrepreneur is strong enough 
to be loyal to the spirit of maximizing profits, classical or 
neoclassical economics is nothing more than a castle in the air. 
Even Marx, the most important thinker to advocate an objective 
theory of .economic determinism, assumes ‘that a spirit : of 
capitalism prevails in the economy when ‘he says: .'Accumulate, 
accumulate! That is Moses and the prophets’ (Marx 1965: 595). 
Social ethology, as a comparative analysis of national ethos, 
‘though as yet very undeveloped, is an appropriate member of 

` extended economics. In this magnificent subject, which is 

inevitably multidisciplinary, it is of course desirable that the 
component’ disciplines, economics proper and social ethology, 
should be methodologically of the same kind. 

.Fortunately Weber’s sociology is constructed along much the 
‘same lines as Ricardo’s economics, the prototype of contem- 
porary-economic theory. In regarding Ricardo as the originator of 
theoretical economics there is no disagreement among economists. 
Marxian economists and Walrasian or mathematical economists, 
“as well as those belonging to the British classical ‘school (including 
Keyries), are all Ricardian in methodology. They begin by clearly 
defining the concepts used in their economic analysis. These may 
also be called ideal types (in Weber's terminology); they are pure 
or „abstract rather than actual or concrete. By using them an 
economic. model is constructed. : Of course the model. thus 
constructed is an ideal type too. Such a model, though it would 
emphasize certain aspects of the actual economy, neglecting other 
aspects, could .provide devices to help our understanding of the 
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essential mechanisms of the economy. Relations between the 
various ideal types, or economic laws, are found by deductive 
logic, or often by using mathematics, without giving much 
consideration to historical or empirical observation. A substantial 
part of Weber's sociology is constructed in a more or less similar 
way; it would not appear to be very difficult to build a construc- 
tion which incorporates BEQUCUINE sociology and deductive 
economics. 

Any theoretical description of the world Based on ideal types 
will frequently deviate from the actual world; it is no more than 
a first approximation to reality. Therefore, whenever we find a 
serious gap between theory and reality we must be modest enough 
to alter the model, so as to obtain a better theory. Although 
economic theorists are not eager to modify their own models, the 
revision of a theory in the light of observation is the most essen- 
tial part of scientific activity. Moreover, economists should learn 
how ‘to handle historical data from Weber, who started his 
academic life as a historian. Then the extended economics we 
would establish is likely to be closer to the magnificent economics 
of Adam Smith and Marx than to the pure economics of Ricardo 
and Walras. 


Notes 


* I wrote this paper in December 1986. It was of course before the Ten-an Men 
incident’ and the collapse of East European countries. I wish to thank Sir John 
Hicks and Professor K. Minogue for valuable comments. 

1. Sir John Hicks kindly commented on an earlier version of this chapter. He 
‘compared education in Europe with education in China and Japan. I found it 
most valuable and reproduce the relevant part of his letter to me with his permis- 
sion: . 


‘Concerning the division between literates and illiterates in Confucian countries. I asked 
myself: was there anything in Europe that corresponded? At first we would say that Euro- 
pean scripts, going back to the Greeks and Romans, were immensely easier to read and 
write than the Chinese. So they should not have’ been responsible for a similar class- 
division. But of course in Europe there were language differences, which could have had 
the same effect. Were what corresponded to the Chinese mandarins the clerks in Europe 
who could write Latin? There could have been something of that in' early Mediaeval 
Europe. 

But the rise^of the nation states in the 14-15th centuries was ! acconipánied by the 
displacement of Latin as “mandarin” language by the national languages, English and 
French in particular. And at much the same time came the invention of printing, which 
made books, now easy to read, also quite cheap. So a large part of the population, at least 
in towns, became in your sense literate. It is surely no accident that that was accompanied 
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by the Protestant Reformation. And by what Weber calls the Rise of Capitalism. For the 
large literate population, which could now pick up ideas from each other, and did not have 
to have them handed down from above, could stimulate each other, in a way that had not 
been possible before. 

Even if one goes back to the earlier period, when I accept that in Europe there was 
indeed a line between literate and illiterate, there is the difference that in Europe education 
was not, as in China, in the hands of the State. That, from very early days had a rival, 
the Church. That the Christian Church, in Western Europe (not in Byzantium or in 
Russia) was an independent source of authority was very important. Early mediaeval Kings 
had to rely on churchmen as administrators — bishops and cardinals we-e their ministers 
— the educational system of the church was largely independent of the King. Then the 
Kings tried to develop schools which were less clerical, universities, law schools, and so 
on, in competition; and competition was fruitful, as it often is. Surely it is because Europe, 
unlike China, did not have a unified educational System, but at least two systems, that 
Europe in critical centuries found out so much more.' 


2. See for example Hirschmeier and Yui (1975) and Morishima (1982). 

3. On similarities and dissimilarities between capitalist and socialist economies, 
see Morishima (1976: 1-15). 

4. Hall (1985: 102) and Weber (1927: 337, English edition). 


3 
EDUCATIONAL SYSTEMS AND THE ECONOMY . 


A.H. Halsey : 
Introduction 


Whenever societies have a complex division of labour, educa- 
tional systems develop, linking kinship structures to labour 
markets. The aim of this chapter is to review the last two decades 
of research on the relations of learning and work in advanced 
industrial societies. Perhaps the first message of the recent 
literature is insistence on complexity (Clark, 1987). Verbal distinc- 
tions between learning, training, education, schooling. qualifica- 
tion, certification, and so on refer to the many social locations of 
the transmission and innovation of culture in such societies. 
Distinctions too between work and employment, activity and 
occupation, jobs and careers, denote significant variations in the 
social locations of human labour. Even the elementary vocabulary 
of adult and child, family and workplace, public and private, can 
be a lexicon of misconception of the relations between human 
skills and their manifestations as goods and services: People live 
and learn in factories and offices and the DIY industry supports 
a vast amount. of work in homes. There are domestic and infor- 
mal as well as formal economies. Adults learn in the fastest grow- 
ing of all the sectors of education and children labour 
competitively in school and family to acquire credentials for 
employment. t 


The Political Economy of Education 


It emerges thén that education is valued because it is a scarce: 
good; so we must expect to find either or both market and 
political institutions .for its distribution. Education can be a 
consumption good, as when the resident caretaker of my college 
goes to night school to learn modern Greek, in which case it is 
mainly of interest to students of culture. Second, education: can 
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x TABLE 1 
UK higher education students (000s) 











1970-1 add % add 1983-4 
Full-time 
Total 456.8 124.8 27.3 . 580.6 
UK origin univ. 217.2. 50.8 23.4 268.0 
Public sector 215.1 50.8 23.6 , 265.9 
From abroad 24.4 23.2 95.1 . 47.6 
“Men 274.2 50.2 . 18.3 333.4 
Women 182.6 63.6 . 34.8 246.2 
Part-time ' ; | 
Total ' 164.7 148.5 - 90.2 313.2 
Univ. 23.8 . 12.5 52.5, 36.3 
Open univ. 19.6 56.6 288.8 76.2! 
Public sector 121.3 79.4 65.5 200.7 
Men | 120 68.0, 4719 210.0 
Women: . 22.7 80.5 354.6 103.2 


FT HE home students : 1970-1 1980-1 1981-2 1982-3 1983-4 
New students aged 21 

or under as % of 18 

& 19-year-old 

population 13.7 12.7 13.5 13,5 13.3 





! Includes short-course students. 


. be a production good, as when someone takes a degree in 
dentistry. It then becomes of avid interest to Chicago economists 
like Theodore Schultz who expounded human capital theory in 

‘his famous paper (Schultz, 1961), or to Soviet state planners like 
Stanislav Strumilin who in 1924 justified state investment in: 
education by working out its rate of return (he made it eleven 
times its cost over a lifetime, though with diminishing returns) 
(Kaser, 1986). Third, education can be seen as a positional good 
either in the economist’s sense of a screening, sieving or queuing 
device for selecting and allocating recruits to the labour market 
(Arrow, 1973; Layard and Psacharopoulos, 1974) or in the 
sociologist’s sense of a collective negative sumgame with its 
associated inflationary credentialism (Berg, 1970; Dore, 1976; 
Collins, 1979) and intensified status competition. 

The dominant empirical fact is that we have lived in a century 
of expansion. For example in most countries there are more than 
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twice as many university teachers now as there were students in - 
higher-education at the beginning of the century. In terms of 
certification, 70: percent of British 25 to 29-year-olds now have 
some sort of educational qualification: among the 50 to 59-year- 
olds the figure is.only 39 percent. Moreover even after the end of 
the postwar boom which ended with the oil crisis, higher educa- 
tion has continued to expand, as is illustrated for the United 
Kingdom in Table 1. 


Three Political Economies 

In literature on the political economy of education a spectrum is, 
in effect, postulated with the pure market at one extreme and the 
centrally planned command economy at the other. In reality there 
are no pure cases.. Milton Friedman justifies state intervention in 
the name of ‘neighbourhood effects’ (Friedman, 1955). The 
USSR has had periods of fee paying for secondary and tertiary 
education beyond compulsory schooling. Nevertheless countries 
can be spread. along the spectrum and fall into three discernible 
clusters (cf. Avakov et al., 1984): 

1. At the Western extreme, Group 1 is comprised by the two 
decentralized systems of higher education .in Canada and the. 
United States. In the United States, around 3000 degree-granting 
institutions and the community colleges are, as it were, small- 
scale capitalist entrepreneurs subject through market discipline to 
birth and death by contrast with their planned European counter- 
parts — slower-in gestation and even slower to die. . 

2. Group 2 is made up of the highly centralized higher educa- 
tion systems of the socialist countries of Eastern Europe where 
education is a creature of manpower planning ene et al., 
1984; Lane, 1985). 

3. The third group is that of the Western Eionn social 
democracies which lie in between. Higher education is mostly 
publicly financed but there are varying degrees of centralization 
and three more or less developed social markets for students, for 
research and for graduate labour. . 

Planning for.these markets accordingly differs in the three 
groups. In the United States there is high student enrolment and 
much broad non-specialized education directed towards a high 
. degree of occupational flexibility. A high adaptability and 
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substitutability is assumed between jobs in a fuzzy occupational 
' structure. Manpower shortages are not thought of as key prob- 
. lems. Manpower utilization is adjusted through large numbers of 
retraining programmes rather than through ‘manpower fore- 
casting. By contrast the, USSR has an, elaborate planning . 
mechanism: long-term and short-term, macro and micro, sectoral 
by industry and geographical by region. ‘As it becomes more 
complex the output of economists is the fastest-growing category 
of graduates in recent years. 


‘Three Types of Educational Organization 


Three types of educational programme correspond to the three 
types of political economy. At the perfect, market end the rate of 
return approach is used; price signals are relied upon to reveal 
market imperfections. There is no need for macro planning. The 
individual university or college ‘solves its own problems, 
competing with many other sellers for the favours of many 
student buyers. Similarly in the graduate market where the 
students become sellers there is competition for jobs under the 
sovereignty of the employers who buy their skills. Of course, in 
a proportion of cases, the buyers are the colleges and universities 
' themselves. In both markets the buyers dominate the character of 
the product. 

Second, at the other-end of the spectrum: to which the Soviet 
Union approximates, the method is manpower planning and the 
state determines both ‘demand and supply. Within the elaborate 
planning apparatus to ‘which I have referred, prices or rather 
shadow prices are used but their. value as signals or economic 
levers is part of the planning ' process not a substitute for it. 

Both systems, 1 and 2, can claim to work. Both the USA and 
the USSR, from different starting points, have traversed a long 
journey along the Trowian road to mass higher education (Trow, 
1974, 1987), the develópment of high technological research and 
the manning of a coniplex division of labour. American enrol- | 
ments in higher education have held up at 12.5 million despite a 
decline in the size of the traditionally relevant age groups. In the 
USSR between 1955 and 1980 the number of new admissions to 
higher education rose by 2.3 times to reach one million at the 

. later date (Avakov et al:, 1984). 
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.In between are the mixed systems of Western Europe. Roughly 
speaking it may be said of all these countries.as. well as-of Eastern 
Europe that right through the expansion of higher education in 
the twentieth century the ‘supply of graduates has risen behind the 
demand for them until, again roughly, the end of the postwar 
period in the mid-1970s. There is admittedly an important excep- 
tion — Germany in the 1920s. Between 1925 and 1932 the number 
of students in German universities rose from 90,000 to 140,000, 
and 60,000 graduates were out of work. The difficulty was solved 
in 1933 when the Nazis came to power. It was solved by a brutal 
act of state:planning: a numerus clausus was. imposed, annual 
entry was reduced to 15,000 with 10 percent women and no Jews. 

: Within a few years the eae market was, in economists’ 
jargon, ‘cleared’. 

The social democracies have not found it policy sossible to 
plan so effectively. Yet there are said to be urgent reasons for 
doing so which have emerged in the recession decade. Graduate 
unemployment is one of them and is seen as a serious problem in 
Germany. But there are other reasons which push and pull these 
countries between the two poles of market and planning strategy. 
The essential reason ís that they are welfare states, i.e. in their 
varying circumstances they ‘have. sought in.this century to find a 
compromise between the claims of equality and fairness rooted in 
citizenship and the claims to efficiency, freedom and property 
right rooted in class. As T.H. Marshall said, class and citizenship 
have been at war in the twentieth century (Marshall, 1950) and 
nowhere more so than in education. Of course neither has ever 
wor outright victory in any field of public policy. 

Higher education is an intricate example of the interplay of ‘the 
forces of citizenship responding to popular political demand: and 
accommodation to class interests through market: strategies. The 
more obvious recent trends of the British variant of social 
democracy can be summarized as a westward rhetorical orienta- 
tion combined with an actual net movement eastwards. The: 
declared Robbins principle was social demand. But aoe each of 
the three main markets in turn it appears: ' 

_ First that Britain is distinctively eastern by comparison with 
Germany or France in controlling the demand side of the student 
market. The Abitur and the baccalauréat give right of entry. 
Britain has a political quota for home and EC undergraduates 

ài combined with an open market for overseas candidates. The 
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supply side of the same market is as rigid as elsewhere in Western 
Europe, with tight overall. budgetary control supplemented by the 
stubborn tradition of academic tenure. 

‘Second, in research, so-called Rothschild principles are applied 
to construct: a social market of academic clients and state 
customers. again with severely limited government funding 
together with exhortation to industrial funding. On the supply 
side the recent novel development has been a rating of university 
research performance by. the University Grants Committee but 
this is overshadowed by overall financial limitations leading to 
worsening staff/student: ratios, registers of suspended posts, and 
so on —.a haemorrhage inadequately: stemmed by ‘new-blood 
posts’. 

Third, in the graduate market, the dominant force is laissez- 
faire but with increasing state intervention, for example on the 
supply side through extra bursaries to maths and science teacher 
trainees or earmarked grants for information technology courses. 


Education and Stralitication 


On a long historical perspective economies are systems of 
stratification; . and education prepares people for places in the 
stratified order of production and consumption. In Europe in the 
eighteenth: and nineteenth centuries there were essentially two 
separate arrangements for the upper and lower strata. For tradi- 
tional elites, educational institutions such as the'German law 
faculties, the French grandes écoles, or the English ‘public’ 
schools and ancient universities were vehicles for the preservation, 
transmission and renewal of the styles of life rather than the 
occupations of the elevated strata. Primary education was for 
*workmen and servants'. It eventually became free and com- 
pulsory. Education in Europe, at least up to the end of the nine- 
teenth century, was a public stamp determined for all but a tiny 
minority by the circumstances of private birth. But in the twen- 
tieth century there have been fundamental changes in the forma- 
tion and function of elites. They have expanded and, especially 
after the Second World War, have drawn in new recruits of more 
diverse social origin. In consequence, the traditional, but highly 
restricted, function of schools and universities as promoters of : 
mobility for the gifted sons (and to an even smaller extent 
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' daughters) of the masses has been strengthened, at: least 
temporarily. Meanwhile, elite occupational groups have become 
more differentiated in function, less closely knit in familial and ` 
educational origin and connections, and more specialized in their 
economic and social role and their basis in knowledge. 

It does not follow, however, that advanced industrialism 
necessarily generates technocracy or:a generalized meritocracy. A 
similar technological base can support widely different distribu- 
tions of power and advantage depending. on the historical, 
political and cultural conditions of any particular country. Elites 
may. be more or less open. Moreover, to varying degrees, estab- 
lished and emergent elites accommodate one another. In the 
Soviet Union the accommodation seems to have taken the form 
of control by the political elite over bureaucratic, industrial and 
military organizations.. In France the technocratic traditions 
instituted by Napoleon in the grandes écoles are closely 
assimilated’ to the metropolitan and. governmental elite. In the 
United Kingdom the amateur and: classical traditions of Oxford 
and Cambridge have hitherto largely contained the expansion of 
science and technology and subordinated the ‘expert’ to a 
relatively subservient role in higher officialdom and in large-scale 
industrial enterprise. 

In the Third World, especially in the period of the widespread 
establishment .of new states in Africa and Asia in the middle years - 
of the twentieth century, the role of education in the formation of 
new elites deserves a special note. It separated them from an 
illiterate mass and, necessarily under the historical circumstances 
of empire and colonialism, .the modernizing elites were heavily 
recruited from those with educational experience. in European and 
North American schools and universities. On top of the character- 
istic fission’ and conflict of. tribal identity new nations were 
plagued by wide cultural differences between the people in power 
and their supporters in popular political movements. Education 
for the masses, typicaliy represented as investment in human 
capital, has-been a strong motive force in modernizing movements. 
But there has-been considerable tension between the wish on the 
one hand; to preserve .elements ‘of traditional cultures in educa- . 
tional systems and, on the other hand, to incorporate the scientific 
and technological culture of the richer Western countries. Thus 
education has been intricately involved in status struggles as educa- 
tional systems have expanded all over the world (Collins, 1979). 
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Independently and from the perspective of- a comparative 
sociologist Ronald Dore has drawn on evidence from Britain, 
Japan, Sri Lanka, Kenya, China, Cuba and Tanzania to attack the 
theory of economic development current among economists and 
sociologists. He argues that the contribution of education to 
economic growth was misconceived and distorted in governmental 
planning so as to replace education by certification — the modern 
Diploma Disease (Dore, 1976). It was ‘almost entirely in the 
factories and mines, the workshops and mills, not in the schools 
' that the skills which fed Britain's industrial advance were both 
accumulated and transmitted’ (Dore, 1976: 18). The modern 
trends towards raising of the pre-career qualifications of increas- 
ing numbers of trades and professions has undermined both 
academic education and industrial training. For advanced 
industrial societies the trend is a problem: for the Third World it 
is a disaster. Under the pressure of the late development effect, 
that is the later the point in world history that a country starts on 
a modernization drive, ‘the more widely education certifications 
are used for occupational selection; the faster the rate of qualifica- 
tion inflation; and the more examination-oriented schooling 
becomes at the expense of genuine education’ (Dore, 1976: 72). 

The phenomenon of status conflict over education is not new. 
: Durkheim (1893), for example, was able to show that the 
pedagogical ideals of the Renaissance in France were, at least in 
part, an outcome of changes in class relations which developed in 
late medieval society. A more recent example is Trow's (1961) 
demonstration of the transformation of the United States high 
school from.a mass terminal to a mass preparatory institution 
reflecting changes in the occupational division of labour from one 
largely made up of agricultural and industrial workers to an 
increasingly differentiated structure in which white-collar workers 
were numerically preponderant. It is unclear exactly how far 
educational expansion since the 1930s is attributable to the effects 
of technology on occupational structure, or to struggles between 
status groups for cultural domination. But there is no doubt that 
both economic and cultural conflict lie behind the characteristic 
history of rising enrolments. 
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Among Marxists, great emphasis is placed on the role of school- 
ing in the reproduction of the social division of labour. This is the 
central thesis of Bowles and Gintis (1976). In their view, the 
essential function of schools is to prepare children for the place 
in the class structure which their origins have predetermined. The 
curriculum and ethos of a hierarchy of schools are thus fashioned 
in parallel to the occupational hierarchy of the wider society. 
Bowles and Gintis attributed unequal education to the stratified 
division of labour under capitalism.’ These neo-Marxists were 
aware of the hierarchical character of schooling and the work in 
communist countries. But they were primarily concerned with the 
United States: and their work was criticized for identifying hier- 
archy in school and work with capitalism. In fact the roots of 
inequality are spread far beyond private ownership of the means 
of production to the division of labour itself. Accordingly it was 
pointed out that their theory of correspondence, like Bourdieu's 
. theory of cultural capital (Bourdieu and Passeron, 1977), might 
be more applicable to the Soviet Union than to the United States 
or France. 


Where for example is the relationship between the economy and the schools less 
mediated than in the USSR which. has an explicit policy of manpower. plann- 
ing? Similarly, where is the correspondence principle more clearly exemplified 
than in the changes of educational policy that follow from changes in produc- 
tion strategies in a' revolutionary socialist Society such as Cuba? And where 
does cultural capital play a greater role in- the transmission of inequality than- 
in those societies that have abolished private ownership of the means of 
production? In short, whether one refers to the subordination of schools to the 
economy or to the cultural reproduction function of the educational system, 
much of the analysis of radical educational researchers is at least as applicable 
to socialist societies as it is to the capitalist countries upon which they focus 
their attention. (Karabel and Halsey, 1977) ‘ i 


Further work on: the correspondence thesis has been published By 
Carnoy and Levin (1985). Its main interest is in its attempt. to | 
come to: terms with these criticisms and particularly with the 
historical evidence that the structure of education is ‘determined 
by democratic politics as well as by the imperatives o? economiic 
organization. In theoretical terms this is a large step away from 
orthodox Marxism. It puts in question the primacy of social rela- 
tions of production in explaining ‘epiphenomenal’’ institutions. 
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Nevertheless Carnoy and Levin postulate contradictory trends 
` towards equality and democracy in: education. They argue that 
the educational system in America has two functions: on the one 
hand it prepares young people for the unequal and authoritarian 
relations of capitalist: production but on the other it socializes 
“children: for citizenship in a democratic society. Thus these 
authors complicate the original correspondence theory arguing 
*that the relationship between education and work is dialectical — 
composed of a perpetual tension between two dynamics, the 
imperatives of capitalism and those of democracy in all its forms' 
(Carnoy and Levin, 1985: 4). 

: This modification to Marxist theory is significant but remains 
open to the objection which.can be levelled against both the 
correspondence principle and liberal theories of human capital or 
technical functionalism that the dependence: of education on 
economy is still assumed, even though mediated by political and 
cultural forces, whereas further theoretical advance invites the 
treatment of educational institutions as at least partially indépen- 
dent. Thus the mismatch between educational qualifications and 
labour demand in the economy — the. credentialist problem 
analysed by Collins and by Dore — may be described in its conse- 
quences but cannot be explained in its genesis without positing 
independent sources of educational decision making. Paul Willis's 
analysis of working-class boys in a British comprehensive school 
(Willis, 1977) and Gambetta's study of Italian school leavers 
(Gambetta, 1987) are, by different methods, outstanding 
contributions to the understanding of such decision. making. 


Education and Social Selection 


Public credentials or qualifications are increasingly the mark of 
modern societies, legitimizing inequalities of pay and controlling 
; entry-to the labour market. In broader historical perspective it 
should be noticed that societies may distribute their opportunities ` 
according to many different principles. Primogeniture, for exam- 
‘ple, was widespread in agrarian societies, the principle that the 
. first-born has the right of inheritance to'a defined occupational 
position together with the property or monopoly pertaining to it. 
Some form of inheritance.or ascription has been the dominant 
traditional ‘principle in the whole history of human society. 
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Education under such circumstances reproduces the stratified 
status quo. But modern systems of stratification might appear to 
permit the deliberate use of educational selection to break: the 
traditional tie of birth to occupational destination and instead to 
foster meritocracy (Bell, 1973; Young, 1958). | 

- Blau and Duncan (1967) interpret the relation between educa- 
tion and occupational achievement within the framework: of a 
postulated broad movement from ascription to achievement in the 
allocation of jobs, and this in turn may derive from a still 
broader trend from particularist to universalistic definitions of 
social roles. The undérlying theory is that the:division of labour 
and the demands of efficiency togethér effectively ensure that 
there will be public arrangements to test competence before 
allocating people to positions. The role of: industrialism, while 
generating class systems, has ‘also been: that’ of a catalyst, 
providing both encouragement towards openness and resources 
for political redistribution of opportunity: pue 

Industrialism requires, or at least encourages; a more cömplek 
division of labour and a more mobile labour force: it gives oppor- 
tunities ‘to new skills, makes old ones obsolescent, releases 
knowledge and its acquisition from familial and quasifamilial 
networks, and above all generates the economic surplus which 
makes possible the pursuit of educational opportunities through 
. governmental- spending. At the same time, however, industrial- 
ism, especially in capitalist. countries of the: Western European 
type, generates a class system: with schools.and other social 
organizations that are at once open in the formal and legal sense 
but also tending towards closure because parents seek to convert 
their own class advantages into enhanced opportunities for their 
own children. In consequence, the family and the market are 
pitted against the state and the bureaucracy in struggles for scarce 
goods and sérvicés, each acting as the agent’ of principles which, 
in the end, are contradictory. These political conflicts, set in their 
background ' of social stratification, have been much sharpened 
during the périod,of slowdown or cessation of economic growth 
in the Western countries in the late 1970s and 1980s. 

Taking: the longer view of development out of classical 
industrialism in'the nineteenth century towards one form or 
‘another of ‘ post-industrialism in the late twentieth century; 
modern educational systems can be thought of as the instrurhents 
used by the state in a grand strategy of ‘class abatement’ by the 
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establishment of equality of opportunity irrespective ‘of birth. 
Successive education acts establishing elementary and secondary 
universal education as well as the expansion of higher education 
have.all been stages in the development of that strategy. The 
underlying theory has been that life chances depend upon educa- 
tion, that education controlled -by the state could overcome the 
inequalities of class, and that above all education could be 
equalized by expansion. Many modern empirical studies have 
been concerned with the social.scientific testing of this hypothesis. 
Among them .have been the studies of Boudon (1974) in France, 
Jencks et al. (1972; 1979) in the United States, and Halsey and 
his colleagues (1980) in the United Kingdom. At root such studies 
are concerned with the question of how. far the state itself is an 
agent of the. dominant class or, in different terms, how far 
: political democracy can be successful in overcoming economic 
inequality. 

- Boudon (1974), using empirical data fom a range of Western 
European countries, has demonstrated by a mathematical model 
the process through which an increase in educational equality can 
occur without any. change or.even possibly a decrease in social 
mobility between classes. Jencks et al. (1972) arrived at similar 
pessimistic conclusions from:data on the experience of individuals 
in the United States. 

People with similar family background, test scores s and school- 
ing scattered themselves subsequently over .the range of occupa- 
tional status and income to‘ about three-quarters the extent of the 
scatter of people in general. In that.sense United, States society 
was open. By the same token the scope for social engineering on 
behalf of a principled allocation of life chances was woefully 
small. If. schooling explained only 12: percent: of, the variance in 
individual incomes, then complete: equalization of schooling 
would at the maximum, reduce income, MS by only 12. 
percent. 

The critics rightly complained that to assume it is possil to 
change the value of one variable without changing the totality of 
relations between variables in a. .system of plüral causation is 
statistically convenient but sociologically invalid. If the United 

‘States gave everyone the same schooling, it would, in the process, 
completely change the class structure, the labour market, and 
indeed the general shape of society. 

. In the later publication Who Gers Ahead? (1979), Jonck et al. 
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reassessed the determinants of economic success in America. It 
turned out, in short, that family of origin, schooling, measured 
intelligence and personality put a heavier, and ‘luck? a ‘lighter, 
stamp on an individual's economic prospects than readers of 
Inequality (Jencks et al., 1972) had been invited to believe. 

. The old figure for the percentage of variance in occupational 
status explained by family background was 32; the new figure was 
48.. The old figure for schooling was 42 percent; the new was 55 
percent. Combining the variables of family background,. test 
Scores, years of schooling and personality traits, it now appeared 
that the characteristics which people take into the market on first 
entry explain ‘55-60 percent of variance in adult occupational 
status and 33-41 percent of variance.in annual earnings. 

Thus the general thrust of the Inequality. argument is. not. 
blocked by recalculation. For example; whereas in Inequality the 
expected différence. between the occupational status of brothers 
was 82 percent of the expected difference between pairs of 
unrelated men, the new percentage was 72. Clearly the revised 
figure does not afford us. enlarged scope to the social 
engineers. : 

In any case-the old pessimism remains. Past efforts to coulis 
through education have been ineffective. Moreover, as. Thurow 
(1981) has argued, these policies were expensive and such effects 
as they had were to be.arrested in the 1980s. In the 1970s in the 
United States there. was an enormous difference in the educational 
qualifications of the cohorts entering .and leaving the. labour 
market. The. leavers, had experienced. the relatively restricted 
opportunities for schooling available before the Second World 
War. The entrants were the beneficiaries of expanded oppor- 
tunity. There was accordingly less scope for education to offset 
the forces of class and status which produce and maintain 
inequality. The problem of equality, at least in the United States, 
is therefore likely to turn inereasingly on the distribution of 
market incomes. That was indeed the burden of Jencks’s original 
arguments. 

Another approach to the problem is provided : -by Halsey. et al. 
in Origins and Destinations (1980); a study of the history of the 
relation between class and educational opportunity in the United 
Kingdom from the First World, War. up to .1972. A. national 
survey of social mobility conducted from Oxford’ gave a-sample 
of familial, educational and occupational biographies collected 
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from 10,000 men in England and Wales. By arranging the records 
of individuals into birth cohorts, the. authors were able to 
reconstruct the experience of successive generations -passing 
through the educational system a as it AE in the twentieth 
century. 

The context in which this social experiment’ in equalization 
through educational expansion has taken place is ‘roughly similar 
in most of the Western countries. It is a background in all- of 
these countries of -continuing economic growth and social 
mobility. In each succeeding decade the material circumstances of 
the average child has improved. The class structure ' itself has 
gradually been modified in the direction of enlarging the middle 
. class and shrinking the working class. For example, in the United 

- Kingdom, 10 percent of those born between 1913 and 1921 came 
from the middle ot service class of professionals, administrators, 
managers, "proprietors and supervisors. But for the birth cohort . 
of 1943-52 the proportion had risen to' 18 percent.: In general, 
throughout the periód, the chance of a middle-class childhood 
grew, and within the working class there was an iricreased chance 
that a child would grow up in a smaller family with a larger 
income, and' with more educated parents. In the process a 
relatively ‘smaller, but more hereditary and probably more 
. culturally homogeneous, working class has evolved — what 
Goldthorpe calls a ‘mature’ ‘working class (Goldthorpe et al., 

1980). And in the samé process the middle class has become more 
heterogeneous. and diversely : recruited, not so much by class 
heredity’ but more py ‘upward mobility from other class origins. 


d 


Theoretical | Challenges à 


. So there is s great existential complexity in thé relations between 
modern economies and their: educational systems. But theorists 
properly: seek parsimony. of’ explanation. Acknowledgement of 
complexity in the social scientific literature as distinct from 
common speech may be tacit admission of failure to invent 
powerful theory (Gambetta, 1987). A review of the state of the 
art must be in part an appraisal of attempts to bridge the gap. It 
was already obvious in'the 1960s that the principal requirement 
was a bridge between the macroscopic analysis of systems and the 
social actions of. individuals. Articulation had to be sought 
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between on the one hand the movements of economies and their 
educational antechambers, and on the other, the' choices of 
students and teachers in schools and work places. Hence the more 
general theoretical debate over explanations couched in terms of 
structure versus agency also became central to the sociology of 
education. The dominance of structural explanations, especially 
structural-functionalism, was accordingly challenged. The ‘black 
box’ of the processes of learning.in classrooms and occupational 
choices in families and the offices of youth counsellors had to be 
opened, . : ‘ 

Two new bridge -building blueprints were offered. One, 
announcing itself as-a ‘new sociology of education’ was abortive. 
Correctly identifying the limitations of the established, mainly 
liberal or liberal-socialist technico-functionalist, explanations, it 
promised to open the black box by ethnomethodological techni- 
ques-and so to transform the ‘conventional’ sociology of educa- 
tion into a sociology of knowledge (Young, 1971). But the 
subsequent delivery as empirical study has been meagre. .The 
other. research programme designed to link structures to 
individual action has. been the development of rational choice 
theory with its roots in economic theory but with significant 
advances towards more. sophisticated social and psychological 
assumptions (Boudon, 1974; Gambetta, 1987; Halsey et al., 1980; 
Heath, 1976). Gambetta’s study of individual decision 
mechanisms in education, based on surveys of Italian high school 
pupils and unemployed youth, is a notable advance in both theory 
and analytical technique. Meanwhile the type of theory which 
seeks to derive explanations of both educational achievement and 
occupational placement from genetic rather than social sources 
remained as a continuing contributor to debate about meritocracy 
and the purported movement of industrial societies. from ascrip- 
tion to achievement in the pattern of educational and occüpa- 
tional careers oc: and Modgil, 1987; Schiff and Lewontin, 
1986). : 

However, the two main enterprises of this ridge: building 
industry remain the two competing giants of liberalism and Marx- 
ism with their opposed general conception of the nature and 
dynamics of industrial or post-industrial and capitalist .or post- 
capitalist society. Research on the relation between education and 
economy ,over the past two decades has largely, if often tacitly, 
been conducted as-application of these two contending traditions 
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of social.and political thought and the research outcomes have 
served both to expose their strengths and weaknesses and to 
demonstrate modifications in their essential theoretical: constructs. 
The study of schools and labour markets and their interrelations 
has revealed evidence damaging to both traditional positions, 
forced many “humanist? Marxists to reconsider the pre-eminence 
of 'structure-as against agency, compelled . many liberals to 
acknowledge the stubborn power.of ascriptive forces in class, race 
and gender and challenged both in their respective versions of a 
‘logic of industrialism’ with its underlying historicist assumptions. 
From recent quantitative’ studies of employment and mobility, 
John Goldthorpe has: concluded that- neither type of theory. 
concerning long-term 'change in the class stratification of 
advanced Western societies stands up successfully to empirical 
testing and that ‘the claims of both must now in fact be seen as 
in major respects invalid’ (Goldthorpe, 1986). The theoretical ' 
error is historicism and parten any the hope of HOME the 
movement of history. - | 

Out of the research-evidence has come renewed isinan of 
the liberal idea of voluntarism and renewed disconfirmation-of 
the Marxist view that history-is made ‘behind men’s backs’. But 
the same body of evidence also reaffirms the infirmity of theories 
of ‘progress towards collective prosperity, social openness and 
individual freedom through the combination of . educational 
expansion and technological innovation in industry so confidently 
proposed by the Victorian Alfred Marshall and his liberal descen- 
dants in economics and sociology (Marshall, 1872; Kerr et als 
1960, 1973; ‘Kerr, 1983; Bell, 1973). 


Liberal Utopia and Marxist Doom 


The significance of icons in the political economy of modern 
society differs sharply in liberal and Marxist theory. For liberals 
it is central to the determination of both production and distribu- 
tion. For Marxists it is a dependent variable about which Marx 
himself wrote little. In more recent writing the contrast continues, 
mainly because of opposed interpretations of the changes in the 
structure of employment and the incidence of social mobility both 
of which entail theories of the relation between education and 
employment. 
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In ‘liberal theory the development of industrial and post: 
industrial societies involves a progressive upgrading of the skills 
. demanded in.the economy (both high scientific manpower and 
technological culture). The structure of employment shifts with 
advancing technology from unskilled manual labour to diverse 
. non-manual professional and managerial jobs, requiring ever 

more elaborate education and training; This upward movement 
accompanies the shift of modernizing economies from primary to 
"secondary to tertiary sectors of production; that is, from 
agriculture to manufacture to services, reinforcing the demand for _ 
skilled labour, professionals and managers, and from private to 
public sector activity. The vast movement of educational expan- 

sion is partly explained in terms of burgeoning economic demand, 
and in the human capital theory applied to Third World planning - 

(Schultz, 1961).the.expansion of schooling came to be seen as a 
process Mene supply could be expected to create its own 
demand.- . 

"The Marxist view is completely contrary. Instead of upgrading 
there ‘is degrading. In his Labour and Monopoly Capitalism, 
. Braverman (1974) argued that capitalist society with its scientific 
management in the service of exploitation of the proletariat; 
systematically involves the degradation of employment.’ The 
labour process on this view must be simplified and deskilled to 
satisfy the employers’ need for both productive efficiency and the 
social control-of workers. The. agenda for education is accord- 
ingly: different. Whereas for liberals the shape, direction and pace 
-of educational expansion is problematic, for Marxists the focus is: 
on.the.internal stratification of educational systems ‘in -capitalist 
societies- and: the. anticipatory socialization of workers’ children 
for their ascribed ‘proletarian role in the discipline oF industry. 
Thus.at the centre of the liberal literature-is Martin Trow’s theory 
of stages of expansion from elite. through mass to universal higher ` 
education! and Dan Bell's characterization of the university as 
the gatekeeper to occupational placement (Bell, 1973) while at the 
centre of Marxist. analysis.is Bowles.and Gintis's correspondence 
theory of the regime.of control. of schools and: work places 

(Bowles and Gintis, 1976) and the French structuralist Bourdieu's 
theory of: cultural. capital. explaining class Hipreresiceg in educa- 
tional success and certification. ` . 

As Goldthorpe:- (1986) has insisted, the research evidence 
concerning the structure of ‘employment- effectively negates 
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Braverman’s labour process theory and leaves the liberal 
problematic of expansion as a serious one. Moreover Marxist 
views concerning social mobility leave little room for considera- 
tion of the well-documented patterns of upward mobility through 
' education which have been a prominent feature of the link of 
education to occupation and class in the twentieth century. 
Nevertheless the liberal theories of meritocracy and the move- 
ment from ascription to achievement are not in themselves 
confirmed by the disconfirmation of Marxist belief in the 
. degradation of labour and the unimportance of mobility.. The 
research evidence certainly shows a great deal of movement, 
including intergenerational movement through education, as. the 
structure of employment in advanced societies (and earlier in the 
century the differential fertility of .class groupings) enlarged 
opportunities in the professional, managerial and technical 
occupations. But structural mobility has to be distinguished from 
exchange mobility for it is the latter, measured in relative terms, 
which denotes the degree of openness of a society. The evidence 
is disputed but certainly cannot be held to uphold the optimistic 
theories commonly advanced by liberals (Halsey, 1977). : 
Liberal cheerfulness concerning upgrading towards universal, 
middle-class professional society cannot plausibly accommodate 
the re-emergence of widespread unemployment in the First World 
.capitalist countries. Since the end of the postwar period: in. the 
mid-1970s few such countries, Sweden being a significant excep- 
tion, have managed to keep their unemployment rate below 10 
percent: Moreover unemployment is heavily concentrated among 
the young disadvantaged ethnic minorities, the educationally 
unsuccessful and those previously employed in manual work. 
At the same time the structure of-employment has become ' 
differentiated in ways which have led some analysts to 
characterize labour markets as dual or primary and secondary. It 
is not necessary to accept dual labour market theories in order to 
recognize the importance of the growth of insecure, part-time and 
temporary jobs with precarious conditions of service as a 
conspicuous feature of modern free-enterprise economies. But it 
is necessary to discard any notion of. mechanical upgrading of 
skill, security of tenure in occupations and equalization of income 
` and life style around middle-class norms under modern conditions 
of market fluctuation and the pressed strategy of employers to 
seek a flexible workforce. Indeed the phenomenon of labour 
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market uncertainty in a less than full employment economy is so 
damaging -to liberal optimism as to generate new analysis of 
polarization in class structures, including the identification of an. 
emerging. so-called ‘underclass’. This stratum, in so far.as it 
exists, presents urgent problems for any theory, liberal or Marx- 
ist, of the relation between education and employment. For the 
typical recruit to it seems to be a young person with a background 
of school failure who lacks the motive, the skills, the -qualifica- 
tions and the traits of personality to enter successfully into the 
formal economy,' Research on the underclass to. describe 
empirically its: characteristics and prevalence is not yet adequate 
but began in the late 1980s.? It is likely, however, to undermine 
further the Marxist theory of an enlarging and homogenized 
working class as well as the liberal dream of a classless society of 
skilled workers. 


Citizenship, Education and Empioyment 


The phenomenon of an emergent underclass with its parallel of 
‘infantilism’ among young people in the communist countries, of 
Eastern Europe (Gospodinov,. 1986)* illustrates the more general ` 
differences between liberals and Marxists in their conception of 
the state and the family. The liberal nostrum of advance towards 
affluent, free and equal society.accorded a political as well as an 
economic role to education. In Alfred Marshall’s classic formula- 
tion; the transition from an economy of low technology, long . 
hours of work and low wages,to one of high technology, short 
hours and high pay, would eliminate the working class; by making 
„all its members gentlemen (and presumably gentlewomen) at least 
by occupation. The new economy would thereby afford. the 
conditions for extension of citizenship in the form of leisure to 
pursue civilized interests and energy to undertake responsible self- 
government in parliaments, local councils, trade unions and 
producer co-operatives (Marshall, 1872). Education was destined, 
in other words, to bring up enlightened citizens as well.as efficient 
and skilled workers. It was precisely this utopian. vision of an 
elevated combination of politics and. economy — a prosperous 
democracy — that justified state ‘interference’ in the private lives 
of families to compel.the freedom of school attendance and to 
provide educational opportunity. The subsequent official history 
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of ministries of education in Western countries, and indeed in 
much of the Third World, is characteristically celebrated in these 
liberal terms. E 

But the underclass and the demonstration: through social 
research: of limits on exchange mobility, the elusiveness of 
meritocracy, the persistence of class difference in educability and 
the continuance of, albeit classless, inequality of income. and 
status have been factors generating pessimism rather than 
optimism in the ‘liberal camp. ‘Christopher Jencks’s Inequality 
called in question the whole project of social transformation 
. through educational policy. In America and Western Europe the 
combined impact of liberal pessimism and aggressive Marxism 
resulted in the late 1970s and early 1980s in widespread retreat by 
governments from the previous belief in the efficacy of educa- 
tional expansion either as profitable economic investment or as 
benign political socialization. 

The reaction was, of course, exaggerated but the curve of 
educational expenditure as a proportion of GDP flattened in 
many countries, enrolments beyond school slowed their rate of 
growth, private education gained at the expense of state provision 
_and resources were transferred to forms of training held to be 
relevant to the cure of rising youth unemployment. 

There is ample research evidence from most countries that . 
education and occupational level are strongly correlated — the 
thesis of a tightening bond between education and occupation is 
securely established. The strongest beta coefficient in path 
diagrams analysing the determinants of occupational position, 
since Blau and Duncan’s analysis of American occupational struc- 
ture in 1967, has been consistently drawn from respondent’s 
education to job as distinct from father’s or mother’s education, 
or job or any other background variable (Blau and Duncan, 1967; 
Halsey et al., 1980). More recent evidence from British studies 
(Payne, 1985, 1987; Raffe, 1984; Junanker, 1987; Payne and 
Payne, 1985) also demonstrates that school qualifications have 
improved the chances of avoiding unemployment in the period of 
economic recession from 1974 to 1981, that as youth unemploy- 
ment and overall levels of certification have grown so have the 
differences between the job chances of the qualified and the 
unqualified (Payne and Payne, 1985). It does pay to stay on at 
school. And more generally, apropos the emerging underclass, 
Joan Payne has used data from the British 1980 and 1981 General 
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Household Surveys to show that the young unemployed are: three 
times more likely than-their employed peers to have parents or 
brothers or'sisters who are also out of work (see-also Raffe; 1984: 
ch. 9). The reasons. are complex, including * variations in local : 
labour markets-and residence in particularly deprived inner city or 
corporation estates (Payne; 1987) but there is alsó a tendency for 
unemployment to run in families — another-facet of ine: a 
of ascription in an: \achievernent society.” 


Higher Education as.a Positional Góod 


Finally, it ‘is appropriate to emphasize the conception of educa- . 
tion as a positional good (Hirsch, 1976). Expansion, as Table.1 
illustrates for Britain, has been the’ dominant feature of the 
postwar period in all the ‘three: groups’ of countries that I: iden- 
tified. Absorption of the qualified has -been partly through 
relative’ increase in middle-class ‘occupations and partly through: 
‘sradualization’? of a wider range of occupations. But the 
correlate has ‘been intensified class comipetition for access and 
there is evidence of a status reconstruction of higher education. 
The sociological interpretation of these developments is that 
this positional good has been increased in supply by institutional 
differentiation ‘such ‘that-the advantaged strata have secured | 
relatively more places for. their children in the more prestigious 
institutions of an elongating hierarchy.of universities and colleges. 
Thus. Paul, Windolf,. the German sociologist, has shown a trend 
during’ the expansive 1960s and 1970s towards on the one hand. - 
relatively higher rates of expansion at the lower levels, for exam- 
` ple the Fachhochshulen in Germany, ` còmmunity collèges in the 
USA or the IUTs in France; and on the other hand an increase 
in concentration . of ‘students of advantaged . class origin in the 
Harvards and Stanfords, the grandes écoles, the Japanese 
Imperial universities and the German faculties with a ‘numerus 
clausus. In .such ways is positionality transmitted to the next 
generation’ Of market entrants (Windolf, 1985).- If further 
empirical enquiry confirms this polarizing tendency the hope for 
increased openness by university expansion (Hout, ce must be 
disappointed. - | 
. Applying this thesis to the British case oné can wey td. see 
evidence of institutional differentiation i in Table 1. The traditional 
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male full-time undergraduate as a gentlemanly state pensioner had 
the smallest growth rate from 1970 to.1984. The part-time woman 
on short-cycle.course in the Open University had the:greatest rate 
of increase: ‘There-is a developing institutional hierarchy from. the . 
top research universities down. through -the lesser. colleges. Social 
closure contends with. social mobility through education. A 
comparison of take-up by the social classes as between. 1961 and 
1984 in Britain shows that the Registrar General's classes. and 
II have increased their share of university places from 59 percent 
to 67 percent. Adjusting for the changing class base, that is for 
the expansion of the professional and managerial classes, the 
familiar picture emerges of increased absolute along with stable 
or very slowly equalizing relative class chances of access to the 
highest level of education. | 

Educational’ systems. stand in anie ‘lation to modern 
economies. They manifest remarkable shifts of adaptation to 
changing circumstances. But they have yet to fulfil. the social 
dreams of children of: the enlightenment. And. they still defy 
adequate analysis by. social scientists. 


Notes. , i TAM m 


1. In his most recent writing Trow disavows the impression that this thesis was 
advanced as an inherent law of motion in modern society. It was. intended as a 
rough’ model of historical experience serving to highlight the’ deviation and 
problems of particular countries (Trow,' 1987). ' 

2, In an interesting new analysis of mobility in the United: States Michael Hout 
"* (1987) puts optimistic emphasis on the random relation between social origins and 
occupational destinations of American graduates. But more. evidence is required 
before the new version of social openness through educational expansion can be 
accepted. See my remarks on polarization (p. 97). ' 

'3.A significant funding of research on the underclass in ‘America’ has recently 
been announced by the Russell Sage Foundation. See’ Reporting from the Russell 
Sage Foundation, No. 10, May 1987. 

4. It is reported by Gospodinov (1986: 12), that 


- ‘At a seminar held in 1983 in Moscow, organized by the Institute of Inter- 
national Workers’ Movement at the Academy of Sciences of the USSR and the 
European (Vienna) Coordination Centre for Research and Documentation in 
Social Sciences, scientists ffom the capitalist 'countries commented on a 

. particular ‘‘cultural mutation’’ expressed in the fact that labour.is no longer on 
the top rank in the value structure of contemporary youth., It would be 
erroneous to suppose that these problems do not concern socialist countries, 

' "whereas experts, have noted, due to prolongation of the education period and 
isolation in the educational process from acquisition’ of habits of work, 
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tendencies of decreased interest in labour are observed among certain groups 
of youth. This is a‘complicated issue, conditioned by the forced liquidation of 
old motivations for work, frequently surpassing the formation of new stimuli 
for work based on high cultural and conscientiousness level of the working 
masses. As a result there was a motivational vacuum, when old stimuli were 
displaced and liquidated and new ones were not created. It becomes obvious 
nowadays in a number of vocations where high percentage of youth is 
employed, where the wages do not cover the existential minimum, which results 
in young people and young families aged up to 30 and more, living at the 
expense of their parents, which promotes infantilism, strengthens scepticism, 
lack of self-assurance, leads to a phenomenon where the wage according to 
labour law is transformed into a peculiar labour according to wage ‘‘antilaw’’. 
It is increased owing to diverse possibilities for unearned income, here we refer 
to the use of connections, ‘‘protectionism’’ for obtaining easy and well-paid 
jobs. 

The processes of urbanization, ubiquitous distribution of city standards of 
living, higher level of comfort are intrinsically linked with scientific and 
technological revolution and change the role of the family in rearing the young 
generation. Years ago the family was the cradle of morality at work, children 
from an early age had to help their parents around the house, looking after 
animals, thus naturally gaining an idea of the necessity to work. Now, in a city 
apartment with all amenities, away from nature, children are redeemed of all 
household errands, thus deprived of these first lessons of labour education.’ 


g Part JI 
Economic Co-ordination and Economic 
Development 
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MARKET AND STATE IN ADVANCED: 
CAPITALIST SOCIETIES 


i Johannes Berger | 7 a I Om 


The relationship between market and state is certainly one of the 
fundamental issues in the sociological, public finance and 
economic literature dealing with the central problems of present- 
day societies. On the one hand, the literature relates to ‘demarca- ` 
tion problems’ (cf. Lane, 1985).eUp to this day, there is an on- 
going controversy about how active a role the government — and 
correspondingly the private sector — should take.-To solve this 
question, normative criteria are required to determine the proper 
size of state and market activities? On the other hand unlike the 
normative branch of tlie literature, the positive one deals with the 
factors which determine the size and the growth of the. private 
and the public sector. Furthermore, it is widely recognized that in 
the mixed economies of Western countries, one major factor 
determining the size and the growth of the market is the state — 
and vice versa. State and market activities are intertwined in 
manifold ways. Not only does the government altér the behaviour, 
of the. private sector through a variety of laws, taxes and expen- 
diture behaviour in general, but the private sector also exerts 
influence on public policy, whether passively as a ‘constraint’.or : 
actively by exercising economic power. i 
In the course of capitalist development, the borderline between 
state and market has been anything but stable.’ During the last- 
.hundred years an essential shift took place in favour of ‘big 
government' (cf. Rose, 1984). Not.only has government grown (in 
terms of both state expenditure and state personnel) but it has 
grown faster than the economy; the classic formulation of: such. 
a tendency of the public sector to grow faster than the GNP is 
Wagner’s ‘law of an increasing state activity’ (cf. Wagner, 1876): 
. This. growth is now the reason for serious concern,. not: only 
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about the increasing problems of meeting the costs of govern- 
ment, but about the consequences of a growing public sector for 
the performance of a private market economy. Referring to the 
relationship between ‘market’ and ‘state’, probably the most 
important question is whether in a ‘mixed economy welfare state’ 
(Rose, 1984: 13) the welfare state has become a burden for the 
functioning of a market economy, that is, whether the interaction 
between market and state has possibly changed from a supportive 
to an antagonistic one (Offe, 1987). This change has been 
contended by liberals and denied by the defenders of the welfare 
state. i 

In the following I start with the assumption that the relation 
between ‘market’ and ‘state’ can be described — at least for the 
recent past — as the ‘mixed economy welfare state? just 
mentioned or as ‘welfare state capitalism’. I shall concentrate on 
three questions: 

1. What elements of the institutional setting can be labelled as 
‘welfare. state capitalism’? 

2. Does the welfare state stabilize or destabilize a private enter- 
prise economy? i ` 

3. If the growth potential*of ‘welfare state capitalism’ is 
exhausted, what comes after it? Assuming the time of peaceful 
coexistence of the welfare state and a market economy is over, by 
what institutional setting can and will it be replaced? To discuss 
this question, it will be necessary to consider the arguments for 
and against a market economy and the state as different modes 
of provision of goods and services. 

Let me add a brief note on terminology. In general it is 
advisable to draw a distinction between ‘market’ and: ‘market 
economy’. By ‘market’ is usually meant an allocative and 
distributive: mechanism, the counterpart of which is not the state 
but ‘hierarchy’ or ‘planning’. Whereas the ‘unit act’ of markets 
is. voluntary exchange, the ‘unit act’ of hierarchies is ‘command’. 
Markets can work only where property rights are well defined and 
can be enforced. By ‘market economy’ I mean a private enterprise 
economy or ‘capitalism’. Here these terms: (including ‘private 
sector’ and so on) are applied equivocally. Where no confusion 
can: occur, I neglect the distinction between both ‘market’ and 
‘market economy’. ‘Capitalism’ is a mode of provision of goods, 
or a ‘mode of production’, but it varies its institutional structure 
in the course of its development. ‘Welfare state capitalism’ 
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‘(another frequently applied term is ‘Keynesian welfare state’) is 
the institutional structure that has characterized the postwar 
period of capitalist development. 

By ‘state’ I mean the public sector of the public finance 
literature (see for instance Stiglitz, 1986); in political sociology the 
language of 'government and its organizations! is preferred. 
Thesé form a part of the political subsystem of the modern 
society. Because the term ‘state’ pretends a compactedness of the 
political realm which does not exist, in sociology this term has. 
been replaced by ‘political subsystem’ (see Easton, 1953; Parsons 
and Smelser, 1956). The end of this conceptual dissolution ‘of the 
state is to regard it only as a self-description of the ‘political’, a 
semantical artefact (Luhmann, 1984: 621). Where the boundaries 
of both the political subsystem and the public sector run is more 
or less vague. Not even the concept of the ‘public sector’ covers 
the same range as ‘government’. ‘Government organizations’ can 
be defined as:‘formal administrative structures established. by the 
constitütion or public laws, headed by officials elected by citizens 
or appointed by elected officials and/or principally financed by 
taxation or owned by the state’ (Rose, 1984: 13). The definition 
of the public sector can focus more on legislation and authority 
or more on budget and allocation. As Lane (1985: £) therefore 
summarizes, 'the public-private distinction is not one, but 
several'. Though disputes over the growth of the public sector or 
government depend to a certain degree on their measure, I do not 
commit myself here to, a particular distinction, because I hope 
that the general argument.is independent of terminological quar- . 
rels or ‘of special definitions of the ‘public’, and so on: In order 
to investigate the changed relationship between market economy : 
and state a concise description of the particular combination of 
both'sites, which characterized the postwar period; is more rele- 
vant’ than .a. final decision on which expenditure and which 
organizations belong to the ‘state’. pots 


D 


II 


AS a brief look at historical’ studies. shows, the first twenty to 
twenty-five years, of. the postwar period differs essentially from 
former periods of economic history. During this period the 
advanced capitalist countries enjoyed an extended period of 
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TABLE 1 ` 
+ Phases of GDP growth, 1870-1984 
(average annual compound growth rates), . 
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France  , ‘1.7 I. 51 22  — «40 -2.9 
„Germany 28 ^" 13 59.13 +4.6 -4,2° 
Japan’ v e 25 2.2 9.4 3.8: +7.2 -5.6 
Netherlands "Vv 24 24 ‘47 1.6 42. -3.1 
UK . UN 19 . 13 30. 1.1 +1.7 -1.9 
Five- -country average 2.2 1.7 5.6 2.1 +4.0 , ~3.5 
"SS 42 ' 28 3.7 23 2409. -14 





; Sourcé: Maddison (1987: 9. 


| prosperity for whieh it is s impossible to find a pea (Shon- 

field, 1965: 61). Taken together, at no time did the economies of 

the Western world :grow faster and..— contrary to what is 

- regarded as a precondition of' capitalist accumulation, the: 

existence’ of. an industrial reserve army — the period of high 

` growth was accompanied by virtually full employment in many 
‘countries: . I — 

As Table 1'shows, in the ‘post war golden age’. (Maddison, 
1987) growth was indeed exceptional: The growth rates of leading 
| capitalist countries were higher than even in that twenty-year 
. period before the First World War, which has been called /a belle 
: époque.. Only the. economy of the, United States displays a 
: different. pattern. In the United States the growth rates during the 

long upswing, which ended with the First World War were higher 

_than in the period of prosperity after the Second World War. 
This is closely. connected with the fact. that before the First World 
War the US: economy was able to keep up a significantly faster 
rate of industrial exparision than European countries at that time. 

Table 1 shows in addition that phases of -acceleration are 
replaced by phases of slowdown. In the economic literature it has 
. generally been agreed to call these phases ‘long waves’ or ‘long 
cycles’ of economic growth. Even if substantial evidence can be 
mobilized in favour of the existence, of such. ‘long waves’, the 
reasons for them are highly controversial. The only ‘matter which . 
, seems to be clear is that it would be misleading to. look for a 
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FIGURE 1 ; 
© The social product in Western Europe 1880-1982 (1899/ 1901 = 100) (log. scale) 





1880 1890 1900° 1910  ' 1920 1930 1940 1950 1960  , 1970 ` 1980 


Source: Ambrosius and Hubbard (1986: 131). 


common.generating mechanism ‘behind’ the long cycles. If a 
particular institutional structure is responsible at all for a long 
period of economic growth it differs from cycle to cycle. But the 
main question is whether-or not these cycles are based on +a 
particular institutional ‘setting. As far as the postwar period is 
concerned mainly two opposing views are held in the literature rele- 
vant to the subject.. The first emphasizes the aspect of continuity, 
the second the aspect of a structural break. According to the first 
view, which can be traced back to the work. of S. Kuznets, despite 
the rapid growth in the postwar.period this.phase of prosperity is 
not so different from former long economic upswings. The Euro- 
pean economies could grow so fast because they were favoured by 
extraordinary circumstances. In-this view the postwar period was 
a period of reconstruction, the function of which was to make 
good the losses caused by the.Second World War. Indeed, the West 
European economies grew during the postwar boom faster than the 
trend, but when favourable circumstances ceased, the economy 
returned to the trend, and the acceleration phase is quite naturally 
followed by a phase of retarded growth which corresponds. to the 
long-term trend. (see Figure 1). y 
‘In opposition to this view the advocates of a discontinuity 
thesis hold that one: has to refer to the peculiar institutional struc- 
ture in which the economy was located. This structure has been 
labelled ‘welfare state capitalism’ or ‘Keynesian welfare state’.. 
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Deviating from Schumpeter, who regards fundamental technical 
innovations as decisive, accumulation is now borne by a peculiar 

‘social’ or ‘institutional’ structure (Gordon, 1978) which is 
characteristic for the respective period. If internal forces generate 
long upswings, it is only logical to expect a general crisis when 
these internal forces have been exhausted. Thus, crises occur 
when the institutional structure of a stage of accumulation begins 
to unravel (Gordon, 1978: 31). In periods of crises all political 
forces look for changes of the institutional structure that can bear 
a new upswing. This debate between the advocates of a continuity 
and a discontinuity thesis cannot be settled here. But regardless 
of whether the fall in the general trend (and the making up for 
it after World War Two) or a peculiar social structure has been 
the main causal factor of postwar growth, it is necessary to clarify 
the institutional peculiarities which distinguish welfare state 
capitalism from earlier periods of capitalism. 

If one concentrates only on domestic events, then four 
institutional features clearly separate the postwar welfare period 
from preceding stages of growth. All these features imply a 
changed relationship between ‘market and state. ' 

*The first feature is state management of the economy. ‘The 
outstanding faults of the economic society in which we live are its 
failure to provide for full employment ‘and its arbitrary and 
unequitable distribution of wealth and income' (Keynes, 1936: 
372). The interventionist welfare state. can be regarded as an 
attempt to overcome these market failures: by a commitment to 
full employment and growth. Even to this day there is controversy 
between Keynesian and neoclassical‘ economists as to whether the 
state is really able to regulate the overall level of economic 
activity. A central difference exists with respect to the question 
whether there can be such a thing as ‘unemployment equilibrium’ 
at all and whether it can be removed by means of fiscal policy. 
In economic orthodoxy unemployment is regarded as a’ short- 
period phenomenon; correspondingly it makes no sense to use the 
public budget as an instrument to fight it, because sooner or later 
the rise and fall in wages will balance supply and demand on the . 
labour market. The Keynesian heresy: was to regard unemploy- 
ment as an economic state which -could occur in equilibrium. 
From this Keynes deduced the necessity of state intervention to 
overcome a situation which could not be changed by reliance on 
the working of market forces alone. Therefore the central 
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Keynesian message — for all practical purposes — is governmen- 


tal responsibility for an acceptable. level of employment. By. 


accepting this responsibility the economic policy of social 
democratic governments can be called ‘applied Keynesianism', 


taking. Keynes's work, as a theoretical foundation for fuil- 


employment policy (Beveridge, 1944; Crosland, 1956; Strachey, 
1956). Certainly, Keynesian policies were implemented, to a 
different degree and with timelags in the Western countries. The 
United States and Germany, for example, were relatively late in 


"this respect. Nevertheless ‘the social democratic consensus’ 


(Dahrendorf, 1979), the core of which is the commitment to full 
employment, also dominated in countries where conservative 
parties were in-government. This consensus distinguishes. the 


social democratic era from former times of capitalist growth and. 


exactly this consensus was abandoned at the end of the postwar 
boom. | 

The second institutional innovation of welfare state capitalism 
consists in establishing an extended system of social security. The 
main function of this system is to protect the labour force against 
risks in case of sickness, unemployment, old age and industrial 
accidents and its protective function covers virtually the whole 
population, The further function which is assigned.to the estab- 
lishment of social state principles is to correct the inequitable 
distribution mentioned in the Keynes quotation above.® Social 
security embraces mainly the four social insurance schemes 
(occupational injuries, health, pension and .unemployment 
insurance), but equally important is the development of public 
education: and health systems. Along with social security these 
constitute the institutional core of the welfare state as a social 
state*(Flora, 1983) & 

Expenditure on social security has den iicresed over 
time but of course the level varies from country to country {see 
the empirical data for Western Europe in Alber, 1982a). In the 
social. policy literature a polar distinction is made between a 
‘marginal’ and an ‘institutional’ type of social policy (Titmuss, 
1985). The United States, for example, is reckoned among the 
former, whereas the Scandinavian countries are reckoned among 
the latter type. In countries with an institutionalized social policy 
the rate of social expenditure, defined as the relation between 
social expenditure in a broad sense and the GNP, has surpassed 
30 percent. A fully developed welfare state. ; belongs «to. ihe. 
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peculiarities distinguishing in particular the north-western part. of 
Europe from other capitalist countries. So it is certainly justified 
to regard this region as the bastion of ihe welfare state (aab 
1987: 73). e 
Thus, in welfare state ċapitalism the state not Y ids Tt 
a role in stabilizing the economy but has a function in safe- 
guarding certain minimum standards of living, too. In‘addition to 
the responsibility for full employment, the responsibility for 
social welfare also comes into effect. Marshall (1950) has 
summarized this development as ‘growth of citizenship’. Citizen- 
ship has thrée components: civil, political and social; they have 
been institutionalized step by step in the course of history. Where 
social citizenship has been established; social welfare becomes a 
matter of rights; not of charity. Marshall clearly saw that the 
principle of social citizenship is in conflict with a market economy 
but simultaneously was convinced that a compromise between , 
both pririciples can be found (Turner, 1986; Hindess, 1987). 
Though this compromise is not at all free of tensions, following 
Marshall to abolish the compromise would : ‘cause’ much more 
trouble than to stick to it. P : 
' Whether social policy is really an institutional featüre peculiar 
to the welfare state capitalism of the postwar period without 
significant precursors is a question of some interest. Historians in 
particular have pointed to the fact that one can trace the 
introduction of social insurance systems back to the 1880s. But if 
one compares the rangé'of coverage, amount of payment and 
their general efficiency, the difference between the present and 
the Victorian situation.-is more striking than the similarity (Kael- 
ble, 1987). 
è A third characterizing feature of welfare “state capitalism is 
‘mass consumption’ (Rostow, 1971). By this I mean not only that 
in the postwar period the labour force has gained access to goods 
beyond the subsistence level; the term serves primarily to indicate 
the accumulation model which made possible increasing consump- 
tion levels. Welfare state capitalism differs from earlier modes of 
accumulation by the participation of the labour force in economic 
progress. If one wants to describe the change in terms of Marxist 
political économy, then: the most salient feature of the relation 
between capital and labour is that capitalist growth is no longer 
based on.the increase of the ‘relative rate of surplus value’. This 
_change is manifested in a wage policy which ‘is oriented to an 
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increase in productivity. Quite differently from Marx's assump- 
tions, wage labour is not the source of increasing immiseration 
but — in comparison with other ways to participate in economic 
progress —'a stable access to ‘wealth’. This does not'at all mean 
that poverty has been erased, but that it has turned more or less 
into a minority problem and a problem which typically concerns 
the population not belonging to the actively employed (especially 
the retired population). « | 

e Finally, welfare state capitalism can be defined by changed 
industrial relations, the core of which is the capital labour accord 
(Bowles and Gintis, 1982). This accord contains several elements 
of which the most important is the public recognition of trade 
unions and the institutionalization of ‘class conflict (Dahrendorf, 
1959), that is a system of formal regulations shaping the actions 
of both sides of the labour market in.case of a conflict. 

Again, the degree to which class conflicts have been institu- 
tionalized varies considerably, but in general, it is not an exag- 
geration to state that in the ‘institutionalized welfare states’ 
(Korpi, 1980) of north-western Europe during the postwar period 
a consensus between labour and capital predominated in which 
both sides of the labour market shared common aims of 
industrial policy. As long as an improvement of the conditions of 
the working class by growth was ensured, the trade unions were 
prepared to accept the control by Pyare property of the 
economic process. 

In the literature on corporatism the new type of industrial rela- 
tions has been generalized to a tripartite exchange relationship of 
state, capital and labour in-which every part can improve its situa- 
tion by a quid pro quo. The government uses the associations as 
an instrument to implement its policies and the private associa- 
tions are incorporated'into the process of determining political 
goals. Indeed, the centre of politics shifts from the goverriment to 
a ‘system of corporatist. interest intermediation’ (Schmitter, 1979) 
but this does not necessarily mean that economic policy is now 
subject to the egoistic demands of private interest groups. The 
central effect of a corporatist interest intermediation is rather to 
generate a restraint on egoistic (wage) demands. Though 
corporatist regulations can be met in different fields of politics 
(for example health) the core of.it is income policy. Within such 
a system the regulation of the conflict between capital and wage 
increases is subject to the general framework of macroeconomic 
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policy. But the term corporatism is not restricted to a specifica- 
tion of the type of conflict regulation between capital and labour. 
Schmitter (1979: 64) uses the concept as a ‘means of capturing 
fundamental changes in the nature of civil society-dssociation— 
state linkages’. In the advanced industrial capitalist societies 


formally organized interest associations ... have tended to acquire an 

indispensability and ubiquity in civil society, a penetration and influence within 

the apparatus of the state, and a presence in the formation and promotion of 

ideology and collective consciousness that radically alter the liberal- bourgeois? 
à parjamentary=democratic ‘mode of political domination. 


These four features are constitutive of the social structure of 
accumulation in the postwar period. By these features welfare 
state capitalism differs fundamentally from earlier stages of 
growth: or ‘long cycles’. Against these contentions it could now be 
objected either that other features are more important (such as 
*monopoly capitalism") or that the features mentioned already 
characterize the relationship between market and state in earlier. 
periods of growth. Following this line of reasoning, the decisive 
historical turn in the relationship between market and state did 
not take place during the ‘great depression’, but had already 
taken place before the First World War. In German social 
history, for example (see Kocka, 1974 and as a review Puhle, 
1984), there is a certain inclination to regard the shift from liberal 
to organized capitalism before the First World War as the decisive 
step in capitalist development and accordingly to furnish the. 
concept of organized capitalism with those elements I assumed to 
be characteristic of the ‘Keynesian welfare state’. As I see it, the 
quality of organization, in the- sense of concentration and 
centralization of capital, is neither constitutive of the ‘Keynesian 
welfare state’ nor does it make sense to ascribe the commitment 
to full employment to the state in a period before Keynes, where 
this commitment — as a study of economic policy during the 
*great depression' can show — did not exist. It is true that, above: 
all, the policies intending to augment social security and the 
integration of the labour movement into capitalist society were 
tendencies effective since the end. of the last century. Never- 
theless, in combination with the commitment to full employment 
and the participation of the labour force in economic progress, 
these tendencies are apt to distinguish the postwar ‘long cycle’ 

- from earlier capitalist cycles. 
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Surveying the economic history of the POSEE period, the decade $ 
between the late 1950s-and the late 1960s, in particular appears to 
be an outstanding success. After 1950 in Western Europe real 
incomes increased .on a scale never experienced before., The- 
improvement in living conditions which this growth entailed i is the 
more astonishing if one calls to mind that at.the beginning of this 
development living.conditions of the. working class had;been quite 
similar to those in 1913. From the end.of the 1950s until the late 
1960s unemployment i in major Western European countries prac- 
tically disappeared. There was no time.in the history of Western 
countries when the level of unemployment was so low. for such a - 
long period of time (Fischer 1987: 102, Table 36). 

Though it is tempting to .ascribe this economic, success 
immediately to the institutional structure of the Keynesian welfare : 
state, the amount to which this structure contributed to it is 
controversial. Certainly "without an entirely new wage policy, - 
which shifted from ‘exploitation’ to participation in productivity 
' increases, the .rise of real wages would have been impossible. 

Transfer payments stabilize consumer demand during a recession 
while industrial peace, achieved by the integration of the labour 
force, certainly plays a role as a *productive force'. Less evident 
is the function of economic policy in economic growth. To ASSESS 
the contribution of a Keynesian full employment policy to 
economic performance is difficult. State commitment to full 
employment counts.as the core of the institutional inno vation and. 
is characteristic of welfare state capitalism. Without it one could 
hardly speak of a paradigmatic change of ‘direction in economic 
policy, that is in the relationship ‘between ‘market’ and ‘state’, 
Yet the function of economic policy in the performance of a 
market economy is, highly controversial. First, what economic 
success means is not:at all clear. There is a debate over whether 
it is measured by a high rate of. active employment and growth, 
by low rates of unemployment and inflation, or by a combination 
` of these goals. Judgement on whether a national economy and its 
. economic policy. is successful depends on the unit of measure of 
economic success. Second, one has to evaluate the contribution of 
accidental and external factors such as an international division 
of labour favourable to the old industrial nations, cheap energy 
prices and generally a situation of reconstruction in which the 
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` problem for the leading Western European countries consisted of - 
returning to a long- term path of economic growth. Thus we are 
confronted. with a peculiar and uneasy situation. ‘On the. one , 
: hand, ‘the difference. between a Keynesian welfare ‘state and its“ 
predecessors seems to be clear; oh the other-hand, the function 
. of economic policy’ with respect to economic c growth must be 
regarded as ‘unsettled. ` ‘ 

Complications increase further if one turns to the reasons for 
“economic failure in thé mid-1970s. Not even the unit ‘of measure 
of economic failure is beyond doubt. To answer’ the question | 
| whethér and:to what degree. welfare state regulations in the end 
caused economic failüre, poses extremely difficult theoretical and 
empirical: problems. There is hardly any effect for which the 


- . welfare state has not been held responsible. It has not only been’ 


accused of having weakened economic performance, but in addi- 
tion was "supposed to have destroyed ‘lifé world’ and: 'com- 
munity'. These destructivé effects are' linked up with an 
- expanding welfare bureaucracy that: treated its clients merely as 
policy takers, and with-legal regulations penetrating nearly every 
realm of daily life. Finally the welfare state is suspect because the 
frequently deplored ‘government overload’ ultimately ‘originates 
in its endéavour to interverie in different spheres of social life (for 
‘a classic statement, see Janowitz, 1976). ‘The inbuilt inclination of 
the welfare state to overestimate its capacity to guide and control 
is finally held responsible for a situation where the government is 
confronted with demands it cannot fulfil. ~ 

"Here I can only treat-the economic aspect of the problem. In 
order to examine the arguments for or against the existence of an - 


.^ antagonistic relationship between market and state as a result of 


- a development which predominated in the postwar period, I shall 
` first collect. some empirical’ ‘evidence for tensions and ‘contradic- 

. tions of welfare state capitalism and then turn to the problem of 
whether and in what manner the idea of the welfare’ state as an 
obstacle to'economic success can be specified. 

The indicators of economic failure that usually count are rising 
state expenditure and a concomitant fiscal crisis ‘ofthe state; 
_ productivity slowdown; ‘declining growth rates: (or even negative 
ones); rising unemployment, and inflation: No doubt, measured 
by these indicators, the efficiency of. pas economies has 
abated (see Figure 2). | ` 

But as obvious as onome decline may seem to be, one should 
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FIGURE 2 
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avoid jumping to conclusions. For the individual economies have 
nonetheless displayed different patterns since the mid-1970s. 
Some countries — like West Germany — managed to fight infla- 
tion; others such as Sweden and- Austria managed to sustain a 
high level of employment (Scharpf, 1987). Another objection to 
the contention of a general economic decline is that, measured in 
absolute terms, the economy is still highly effective. The higher 
the level on which the economy i$ already positioned, the smaller 
the growth rate necessary to yield the same increase in the social 
product. 
It is true that this incréase was not high enough to beat 
‘unemployment. But this argument raises two questions. First, was. 
any growth rate achievable which would have been high enough 
to make unemployment disappear? One can doubt this for two 
reasons. On the one hand rather narrow limits are set on attempts 
to manipulate growth rates. On the other hand, growth rates high: 
enough to make unemployment disappear accelerate the destruc- 
tion of the ecological environment. Second, can the economy be 
blamed in any case for failing to meet the goal "of full employ- 
ment? This could only be justified if an inbuilt economic ^ 
mechanism ensuring the balance of demand and supply existed on 
the labour market. Neoclassical economists regard the real wage 
‘as such a mechanism, but there are Keynesian counter-arguments 
claiming that this mechanism does not work. One süch argument 
emphasizes the effects of a fall in nominal wages, contrary to 
what neoclassical orthodoxy expects. Even if the trade unions 
complied with a wage policy leading to such a fall, it is argued 
that this policy might not reach the intended effect — a real wage 
low enough to balance the labour market — because the effect of 
an overall decline in wages on the price level is uncertain. This 
strategy may lead to a price level so low that real demand and 
therefore employment might fall below the level prior to the wage 
fall (Vogt, 1983). A sociological argument which can be traced ` 
back to Marx (1965) stresses the differences between the labour 
_ market and markets for ordinary goods. According to this 
argument, the labour force is only a fictitious commodity, the 
commercialization of which is at variance with social principles in 
a broad sense, so it cannot be marketed like an ordinary good. 
One major line of reasoning to prove a negative impact of the ` 
welfare state on economic performance is to illustrate the conse- 
quences of rising state expenditure. Indeed, empirical data show 
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three stable trends: (1) in the postwar period state expenditure 
increased rapidly; (2) state spending grew faster than the 
economy, and (3) the major component of state growth has been 
in welfare and social service expenditure (Kohl, 1985; Block, 
1981; see also Table 2). | : 

Furthermore, increasing state expenditure was accompanied by 
a continuously — and in some countries rapidly — increasing 
state debt. For example, gross federal debt in the United States 
rose from $544.1 billion in 1975 to $1,827.5 billion in 1985 and 
in 1987 had reached the fantastic figure of $2,344 billion (OECD, 
December 1989, pp. 49 and 109). But measured in terms relative 
to GDP, state debt in the United States cannot be said to be 
alarmingly high. For instance, it is much higher in Italy, where 
the general government borrowing requirement is around 12.5 
percent of the GDP; the debt/GDP ratio has already risen above 
` 100 percent.? 

All these developments certainty exert an influence on the 
performance of a market economy. In principle, there are good 
reasons to follow Janowitz and to stress the negative impact of 
the trends mentioned on economic performance. Public admini- 
stration and social security expenditure absorb a growing share of 
national income, thus leaving less for private investment. They 
will increase inflation if the demands on the GNP exceed the 
production of goods and services. Further, they force up public 
debt and contribute in this way. to rising interest rates (see the 
discussion on ‘crowding out’, for example Placone et al., 1985). 
In addition, tax resistance, heightened pressure for limits on state 
spending as well as fiscal pressure on state and local governments 
are expected (Block, 1981: 5). But does all this amount to the fact 
that the highest explanatory power for economic decline can be 
attributed to rising state expenditure? In West Germany the 
- statistical correlation of social expenditure with private invest- 
ment, public debts and inflation is rather weak (Alber, 1982a). 
‘There is not so much evidence’ — Schmidt (1983: 8ff) 
summarizes his own statistical analysis of OECD data — ‘for the 
view held by the new fiscal orthodoxy according to which the 
economic miseries were the product of governments, particularly 
the rapid expansion and the excessive levels of government 
spending'. . 

Further, one has to take into account that statistical correla- 
tions conceal rather than reveal the relevant causal factors. For 
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example, long before the economic limit of state debt is reached, 
psychological limits become effective. It does not matter very 
much if. economists prove in abstract models that nothing is 
wrong with: rising state. debts, if the rise is only proportional to 
the increase of the. GNP. Such models overlook the fact that an 
intermediating factor in state debt is confidence. If economic 
agents lose it due to a rapid increase of debt, the absolute level 
of which need not be-at all dangerous, then this loss of con- 
fidence sets a limit more effective than so-called objective ones. 

Undeniably, inflation rates.grew considerably since the late 
1960s and nowhere was: economic policy able to reduce them 
before the recession of 1981—2. But.behind the mere fact of rising 
inflation rates two theoretical problems are concealed. Does infla- 
tion have any.negative impact on economic performance? And 
can welfare state principles be blamed for it? Dos 

As to the first problem — why care about inflation — -it is 
argued that inflation really, does matter mainly because in a 
money economy inflation óften leads to- negative reactions of 
property holders such as wrong allocation of resources, increased 
uncertainty in investment decisions. and a tendency to transfer 
money to countries with .a stable currency. On: the. ‘system 
integration’ level the functioning of .a money economy is not 
endangered by unemployment, but. by a: continuous’ erosion of 
monetary ‘stability. But things look different on the ‘social 
integration’ level. On this level a capitalist economy might be 
more endangered by unemployment than by rising inflation rates. 

In. textbook economics it is common to distinguish between a 
demand-pull and a cost-push approach to explain the causes of. 
inflation. The conventional approach is to explain inflation by 
excess demand. Following this approach there is a clear causal 
link between demand and inflation. Wherever too much money 
spending. bids for the limited ‘supply of goods and labour 
available at full employment, :prices and wages will be pulled up 
(Samuelson, 1973: . 289). In a situation of full capacity utilization 
the remedy is simple: application of fiscal and monetary brakes 
by the government. But unfortunately, the advanced capitalist 
societies are involved in a much more complex situation, in which 
they are hit by a new dilemma distinguishable from the conven- 
tional demand-pull inflation. Where the.modern type of cost-push 
inflation predominates, prices and wages will begin to rise before 
full capacity utilization is reached. Some see ,the causal 
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mechanism behind cost-push inflation as exaggerated demands of 
the working class on the social product. Other authors prefer a 
more general cost-pull approach, which does not focus on wages. 
Be that as it may: in order to uphold a level of profitability which 
ensures the stability of the firm, employers are forced to raise 
prices. In case of a cost-push inflation the remedy effective in a 
' demand-pull situation does not work. Samuelson has summarized 
the argument: ‘when we apply the monetary and fiscal brakes at 
the same time that we limit the rate of cost-push inflation, we 
shall kill off the golden goose of prosperity. Many will regard the 
remedy as worse than the disease’ (1973: 827). In addition, 
Samuelson has hinted at ‘structural elements’, which could 
explain that the demand-pull inflation has been superseded by the 
cost-push inflation. He assumes ‘that the mixed economy under 
the prodding of populist democracy gets itself in a structural 
bind’. Bankers and policy makers will be thrown out of office by 
the electorate if they try to fight inflation with a restrictive fiscal 
and monetary policy. But as the recent political history of Great 
Britain and West Germany has shown, this did not happen. 
Today governments can win elections by promising balanced 
budgets. Therefore it remains a task for sociologists to transform 
the weak indicators of ‘structural elements’ responsible for infla- 
tion into a model with explanatory power. 

A decisive step towards a sociólogical explanation of inflation 
was taken in a paper by Goldthorpe (1978). Regarding our 
problem — the possibility of an antagonistic relationship between 
market and state — a great advantage of Goldthorpe's approach 
‘is that he explicitly tries to associate inflation with a constitutive 
element of welfare state capitalism — citizenship. According to 
Goldthorpe three institutional changes must coincide to generate 
wage pressure. First, the'market economy tends to undermine the 
traditional status order. To the degree that the market economy, 
expands, it weakens the willingness of workers to accept their 
place in society ascribed by tradition and legitimate authority. 
The pursuit of interest within a market context is entirely at 
variance with behaviour bound by premodern norms. If these 
norms (including norms of fair pay) are eroded, the behavioural 
restrictions that a market economy relies on fades away (Hirsch, 
1977). In this way the welfare state not only endangers the foun- 
dations of economic efficiency but the moral foundations of 
solidarity too. The weakening of traditional moral bonds is a . 
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precondition of -individualization — a historical tendency. first 
described by G. Simmel. 

Second, the principle of citizenship is in conflict with the 
distribution of life chances in.a pure labour market economy. 
This not only means that the more this principle is realized, the 
more it becomes difficult to explain social stratification by 
‘ recourse to the category of classes formed exclusively on the 
labour market. It means furthermore that to the degree that 
citizenship has been implemented, the power of employees to 
enforce their demands has increased. This increase in power takes 
place in an ideological and in an objective dimension. In the 
ideological dimension, class inequality becomes illegitimate; in the 
objective dimension citizenship strengthens the ability .of workers 
to resist, because they now. dispose of — however Bitte — 
resources independent of. wage payments. 

The third element Goldthorpe refers to is the maturity of the 
working class, measured by homogeneity and organizational 
strength. If the actions of a mature working class find support in 
the breakdown of: a premodern status system and the expansion 
of citizenship, then a situation becomes probable in which the 
strength of organized labour has increased. sufficiently to raise 
wages beyond a level neutral to the value of money. The only way 
for capital to escape loss of income share is to take recourse to 
the anonymous instrument of raising prices. Then it becomes an 
empirical question whether the economy will accept the deprecia- 
tion of the currency and whether — ànd for how long — the 
government or the central bank participates in the game. In West 
Germany the Central Bank refused to co-operate. Today it is — 
independent of the political position of the observer — broadly 
accepted that the recession of 1974-5 was initiated by the refusal 
of the Central Bank:to provide the economy with a money supply 
big enough to finance a race between wages and prices. i 

Though there are some sociological arguments that a certain 
connection between one dimension of economic failure, namely 
inflation, and the Keynesian welfare ‘state exists, these arguments 
cannot be generalized. It is still an open question whether the 
impact of welfare state structures on economic performance is 
mainly a negative one. Still less can they serve to back the 
political recommendation to do without the welfare state: But 
before I turn to the question ‘market or state’ let me pursue the 
idea of an antagonistic economic relationship between a developed 
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welfare state and a market economy a bit further. 

To substantiate this idea it is insufficient to focus only on the 
link between a strong working class and inflationary tendencies. 
One has to focus on the valorization process of capital itself. The 
problem is to explain why in all major capitalist countries. the 
long postwar upswing was replaced by.a period of stagnation and 
crisis. For obvious reasons in a capitalist context the immediate 
explanation for the tendency of the economy towards: stagnation - 
is a decline in the profit rate. There can be no doubt that this is 
exactly what has happened since 1965 (Hill, 1979). Although there 
can be little controversy about the mere fact of a profit squeeze, 
the debate on the reasons for such a squeeze has been very 
intense. Similar to the dispute on the reasons for rapid postwar 
growth, the attempts to explain economic decline call either for 
external, accidental or internal structural forces. When the 
McCracken Report (1977) appeared, the majority of economists 
and: politicians accepted the main finding, the explanation of 
economic ‘stagnation as a result of the oil price shock. But the 
longer the stagnation period lasted, the greater the need for a 
structural explanation. Above all, Marxist economists have | 
. proposed an explanation of the fall of the profit rate which points 
to the workings of a mechanism central to the functioning of a 
capitalist economy. Following an argument which had already 
been elaborated by Marx and which was restated powerfully in a 
famous article by Kalecki (1972), cyclical growth is based on the 
operation of an industrial reserve army mechanism. During the: 
` upswing unemployment is reduced and wages increase to a level | 
which finally endangers the valorization of capital. When this 
point is reached, the upswing ends and a phase of recession starts. 
The operation of the reserve army mechanism is crucial, because 
only. increasing unemployment rates can force down wages and 
mitigate the profit squeeze. In this manner the reserve army 
mechanism creates the precondition of economic recovery. 
Kalecki was the first to point to the fact that in a full-employment 
policy environment this reserve army. mechanism will be 
weakened. Indeed, welfare state capitalism differs crucially from 
a capitalist society without welfare state institutions, in that it is 
virtually a capitalism without a reserve army (Lutz; 1982). 

This institutional change to:a capitalism without a reserve army 
cannot be achieved without costs. ‘If we are correct,’ Bowles and 
Gintis summarize the argument, ‘the ability of the reserve army 
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to provide the conditions for restarting the engine of rapid 
capitalist growth has been significantly impaired in the course of 
the long postwar boom’ (1982: 78). Welfare state institutions affect 
the capitalist.accumulation process mainly in two different ways. 
First, a Keynesian demand management promising full employ- 
ment obviously weakens the ability of the reserve army to 
discipline labour, because the goal of this policy is to avoid rising 
unemployment rates. Second, the power of the reserve army is 
weakened: in addition by a process Bowles and Gintis call ‘the 
deproletarization of labour’. This term means nothing other than 
Marshall’s ‘citizenship’. In a-welfare state context ‘much of the 
working-class standard of living is now acquired not through the 
sale of labour power,. but through-the exercise of rights of citizen- 
ship’ (Bowles and Gintis, 1982:-83). The authors reject the view 
that- the profit squeeze is caused by a wage policy of trade-unions 
capable of enforcing wage increases above the level of productivity 
increase. A distributional bottleneck for capital occurs only if one 
takes into account wage gains and state spending together. ‘The 
accord promoted distributional conflict as the predominant axis of 
class struggle, and the capitalist class lost? (Bowles and Gintis, 
` 1982: 75). The authors maintain that the average working-wage has 
grown relatively and absolutely. If this can be said of a marginal 
welfare state like the USA, one can certainly expect it to hold true 
in the institutionalized welfare states of Western Europe.’ 
. As long as the empirical evidence of a profit squeeze being 
mainly caused by a rising social wage is contested and alternative 
explanations 'of economic decline are possible, this approach is also 
only a hypothesis. So far, this review of attempts to substantiate 
the idea of a destabilizing impact of welfare state institutions on 
a market economy has not claimed the status of an established 
truth, but has aimed to indicate in which way a destabilization 
hypothesis can be maintained and proved. Provided that this 
hypothesis is true and capital has really lost a distributional 
struggle, then a, reversal of the long-term tendency of a 
compromise between citizenship and class presupposes a long and 
severe, period of depression. Not surprisingly, capital will use this 
phase to reverse the historical tendency which resulted in its defeat. 
I now hold that economic and social history since the mid-1970s 
has to be regarded as a period of conflict centred on the articula- 
tion of state and economy, which was constitutive of welfare state 
- capitalism. Labour's share of national income decreased .and 
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social security benefits were cut. In addition since the mid-1970s 
state commitment to full employment was abandoned. Indeed in 
mass democracies no government can afford to deny that mass 
unemployment is a central political problem the solution of which 
is on the agenda. Nevertheless, Keynesian strategies to control the 
overall level of economic activity are.no longer regarded by the 
majority of politicians and economists as an appropriate tool to 
reach the full employment goal. Not even in Sweden is a counter- 
cyclical fiscal policy applied as a means to increase Lune employ- 
ment level. 

Phases of downturn are not only phases of decay, but phases in 
which the institutional foundations of a new upswing are sought, 
too. With reference to this search for an institutional restructuring 
. capable of bearing a new upswing,.it is decisive, whether and to 

what extent the welfare state compromise can be upheld or in what 
direction it must be dissolved. : 


IV 
As has been shown, there is some evidence for the contention that 
the welfare state has'become a part of the problem whose solution 
it pretends to be; both theoretical arguments and empirical data — 
though they are not undisputed — point out that the welfare state 
changed from a ‘solution’ to a ‘source’ of crisis (Flora, 1981). 
Provided this is true, logically the follow-up questions are: what 
comes after the welfare state?. Can its achievements simply be | 
abandoned without any costs? Are there any reasons to believe 
that a market economy without a fullemployment policy, 
guarantee of citizenship, mass consumption and capital-labour 
accord would work better? A complete answer to these questions 
would not only get us into a complex investigation of the economic - 
and social history of the [ast decade, it would lead us on to the - 
field'of speculation. I therefore contain myself to dealing with 
remarks on three points: (1) the capacity of the state to govern the 
economy; (2) the pros and cons with respect to market and state 
(or ‘hierarchy’ to be more precise) as modes of integration; (3) 
elements of an institutional restructuring to: which welfare state 
capitalism is subjected. 

As I pointed out, in the postwar getiod governments accepted res- 
ponsibility for full employment. Keynesian demand management 
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was held to be the central means to réach this goal. The advocates 
of a Keynesian counter-cyclical policy did not waste much time on 
a thorough examination of the. question whether the government 
‘has the competence to govern the economy. It is a precondition of 
the social democratic,consensus to presuppose that the government 
is able to control the overall level of the economy. This belief is 
very clearly stated by Crosland. Crosland was fully convinced that 
there ‘is now no insuperable economic difficulty about the govern- 
ment imposing its will, provided it has one . . .' (1956: 468). If the 
government does not. act, this is due either io lack of information 
or to lack of will, but the inactivity cannot be ascribed to lack of 
administrative power. Crosland.not only-believed government 
could regulate the overall level of economic activity: he assumed 
it could ‘exert any influence it likes on income distribution’ (1956: 
27). At the latest since the economic downturn of the mid-1970s 
this optimism regarding the guidance capacity of government has 
evaporated, to make room for a more realistic view. The research 
of sociologists and political scientists has contributed à good deal 
to this changing view. This research did not examine the relation- 
ship between economic variables (for example the relation between 
full employment policy and inflation) but concentrated on the 
political process of. demand management itself, its- precondiions 
for success and its inner organization: - 

. (a) On a highly abstract level one can point to the problems: of 
societal control in the context of a polycentric society (see the 
contributions i in Glagow and Willke, 1987). Doubts of the steer- 
ing capacity. of the government. have in particular been nourished 
by recent, developments in sociological system theory. The idea of 
an Eigengesetzlichkeit (determination by inherent laws) to which 
every functional subsystem of society is subject had already been 
formulated by Max Weber. But in Luhmann's outline of a theory 
of.social systems (1984) this idea had been radicalized and 
provided with a micro-foundation.. The keywords of the: new 
stage of system theory are autopoiesis, self-referentiality and 
operational closure. They circumscribe the elementary behaviour 
of.every social system. These .systems continue to exist by 
generating the elements. they consist of (autopoiesis), through a 
determination of.-their actual state by a previous one (self- 
referentiality) and by the incapability of systems to transcend 
their own limits (closure). From all this it follows that the 
` environment of a system can only encourage (or impair) the 
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performance of its own operations, UM can never determine: these. 
operations. ' .- ME 

(b) In political science the he of strategic choices of 
collective actors have attracted increasing attention. If one cannot 
simply impute the ability to act to a single actor (see the discus- 
sion on the ‘multiple self’), this is even less feasible in the case 
of a collective actor. In a recent study Scharpf (1987) thoroughly 
investigated the preconditions and the limits of governmental 
capacity to formulate and implement full-employment strategy. 
One precondition, which is not at all self-evident but must be 
produced, is that all parts of the government ‘come together in a 
concerted action. According to .Scharpf, in Germany full- 
employment policy failed mainly because of. the autonomy of the 
Central Bank and the procyclical behaviour of ‘the regional- and 
local governments (1987: 294). The next problem confronting a 
unified. fiscal and monetary policy of the government is that it 
must not be frustrated by the wage- policy of the trade unions. 
Specific conditions must exist in- order for the trade. unions to: 
choose a co-operative strategy and” check their inclination to 
enforce high wages in a situation where full: employment ‘is 
ensured: by ‘the state. Among the four countries with a social 


`. democratic government whose full employment policies Scharpf 


analysed, Austria came out best, because it succeeded in co- ` 
ordinating the governmental fiscal and monetary policy a$ well as 
trade union wage policy (1987: 207).- ` : 

(cj Whether the state can achieve what it-is’ aiming at ‘depends. 
où the means it disposes of and the special: circumstances öf the 
situation: One can leave undecided ‘whether after the 1974-5 
economic crisis the circumstances: were still favourable to a. full- 
employment -policy, but-since the beginning of the 1980s these 
* favourable circumstances have vanished. Now the main obstacles 
to the successful application of Keynesian Strategies are the inter- 
, nationalization of capital markets and increased inflation. rates, ` 
(Scharpf, 1987: 298). *'- ES wi po UV 
: (d) Finally, the capacity of votent to pursue their policy 
objectives will: "generally: be restricted by the policy instruments: 
available to them. The instruments of Keynesian demand manage- 
ment are fiscal (and morietary) policy; nobody’ can reasonably 
expect them to reach goals beyond the scope conditioned by the 
specific shape of these instruments. . m 

Although arguments of this kind are: apt to > unsettle belief in 
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the capability of the government to keep effective demand on a 
full-employment level, one should not exaggerate their impact. 
Objections to a Keynesian stabilization policy-cannot be expanded 
without further qualification to general objections to state - 
activities. Even though the critique of a Keynesian stabilization 
policy is valid, the scope of this critique is strictly limited to its 
subject. It is not the final Drees of the ‘market’ being: better than 
the ‘state’. : 2E 
The issue whether and in what respect market or ‘state’ is 
better belongs to the : ‘great: debate’ in social sciences. This 
debate was opened’ by Mandeville’s. famous: observation that 
‘private vices’ can ‘under certain conditions turn to ‘public: 
virtues’. A sufficient condition for this turn ‘is; às Adam Smith 
, added, the existence of a market. To describe the workings of 
a market, Smith used the metaphor of- an ‘invisible hand’ 
leading a self-interested individual *to promote an end which 
was no part of his intention’. In microeconomic. theory Smith's 
metaphor has been elaborated to a general 'equilibrium model .of 
the market. The: conditions were clarified under which the price. 
mechanism produces an efficient allocation ‘of resources :to 
utilizations. 

But the market not only guarantees the identity of individual 
and collective rationality. Where markets are-established, external , 
effects are prevented from occurring. Markets are defined by the 
exchange of private goods, that is, goods the exchange of which 
does not affect ‘third parties’. If such effects do occur, it need 

` not be due to market failures, but to an incomplete realization of ` 
markets. Markets are only established if property rights ‘can be: 
defined and enforced. - 

‘In welfare economics the microeconomic sales of the market 
as an efficient allocative mechanism has been applied. to 
demonstrate that state intervention is superfluous. The market: 
can do the job of regulating social pressures at least as well as any 
alternative mechanism: To prove this, welfare economists have 
‘established two fundamental theorems. First, in the absence: of ` 
external economies or-diseconomies a competitive:market sustains 

^ a Pareto-efficient allocation.’ Second, every Pareto-efficient 
allocation can be sustained by a market (provided that 
appropriate transfers of resources are made). The thrust of these 
theorems is directed against planning. They serve to fight the : 
erroneous belief that public interest necessarily requires public 
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action- and that with increasing social complexity the need for 
planning also increases. 
Are the fundamental. theorems of welfare economics a solid 
foundation for rejecting government actions either as superfluous. 
or as less efficient? Even on the abstract level of a discussion of 
allocative or'integrative mechanisms this would be conclusive only 
if there were no ‘market failures’. The literature on this topic (for 
a classic treatment see Bator, 1958) deals mainly with three types 
of market failure: increasing returns to scale, public goods and 
_ externalities (for a longer list see Stiglitz, 1986). Increasing returns 
to scale exclude perfect competition as a precondition of Pareto- 
efficient market allocation and provide big firms with, cost 
, advantages; public goods are goods which cannot be appropriated 
privately. If such a-good is supplied, no member of the collec- 
tivity can be excluded: from its consumption.’ Therefore public 
goods must be produced by institution other than a market 
economy and distributed by a mechanism different from markets. 
Externalities occur wherever private costs (benefits) and social 
costs (benefits) diverge. Private costs are.costs imputed to a single 
actor, like an individual or.a firm; social costs are costs imputed. 
- to the society. I cannot deal systematically with the problem of 
market failures here. The remark must suffice that these failures 
prevent us from-coming to a conclusion on the ‘great ‘debate’ in 
favour of the market. Market failures are a 'rationale for govern- 
ment activity' (Stiglitz, 1986: 183). SU 
. Of course, government is hit by ‘failures’, too. Apart from the 
problems I discussed with reference to government intervention in 
the economy, the literature stresses in particular three types of 
government failure: mismanagement (inefficiency), tax burden 
and loss of freedom. A variant of the latter.is threat to the 
.community and life world of individuals by an expanding 
bureaucracy (see for example Illich et al., 1977; Habermas, 1985). 

. This debate cannot be settled here but fortunately it need not 
be settled at all; if this implies thé compulsion to opt for an. ' 
abstract principle. This.compulsion does not exist, for several. 
reasons. First, as Hindess (1987). has pointed out, social science, 
must avoid the failure of ‘essentialism’. Indeed, both Marxism 
and liberalism are inclined to analyse the market ‘in terms of an 
essence or inner principle which produces necessary effects by the 
.mere fact of its presence' (Hindess, 1987: 149). The same could 
be stated for the analysis of ‘hierarchy’ or ‘planning’. But as’ 
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March and Simon already pointed out, the question of a choice 
between market and state ‘cannot be settled once and, for all by 
a priori considerations, but must be decided in each case by 
reference to thé empirical facts of the world’ (1958: 204).? 

Second, market and hierarchy (planning) are not necessarily . 
incompatible principles. The working of the one may depend on 
the working of the other. Furthermore, they can be in a relation 
of ‘reciprocal gradation’. Thus the issue is not ‘market’ or ‘state’, © 
but where the realm of efficiency ends and the realm of equity 
begins (Okun, 1975), that is, what social sphere. should be 
governed by which principle. 

Third, the ‘grand alternative’ -does not exist, basie of the 
coexistence of two further principles or allocative mechanisms, 
‘community?’ and ‘private associations’ (see Streeck and Schmit- 
ter, 1985; Dahl and Lindblom, 1953 for a slightly different list). 
In the case of social policy this means, for example, that social 
welfare is produced by the interactions of markets, state, associa- 
tions and private groups (Zapf, 1986: 143). 

Can one already observe a shift with respęct to the articulation 
of market and state which was constitutive for welfare state 
capitalism? Among the four features defining welfare state 
capitalism two, citizenship and mass consumption (the affluent 
society), have survived and seem to be able to survive (despite 
tendencies to dismantle the welfare state and despite the squeeze 
on real incomes of the dependent employed). To abolish these 
principles would automatically bring back the problems which 
were to be controlled by their implementation. The other two — 
state intervention and the capital-labour accord — can hardly.be 
sustained without any substantial change. The time ‘of a 
Keynesian -full-employment policy seems to. be gone (but: the 
problem to which it was addressed is not). In particular the 
capital-labour accord is under pressure because of three 
important social changes. 

First, the postwar growth was paid for dearly by the. tremen- 
dous destruction. of.the natural environment. This destruction is 
closely linked with the fact that in.the labour-capital accord no 
place is assigned to the interest of nature. Probably in the period 
after welfare state capitalism the ‘quality of life’ will. become 
more important than ‘mass consumption’. In the literature on the 
*economics of exhaustible resources' the overconsumption of : 
nature is attributed to the absence of markets for natural 
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resources. In order to correct misallocation resulting from the 
Status of natural goods as free goods, it has been. proposed to 
charge a tax or fees on their consumption.: 
In addition to a policy of charging for the use of natural 
.resources one can imagine a policy aimed at lowering the social . 
costs of labour. In welfare state context the finance of. social 
sécurity is bound to wage labour. Wage labour is charged the 
. costs for social security. If wage labour becomes cheaper, because 
` the employment relationship is no longer burdened with the costs 
of social security, one can hope to reduce unemployment by 
decoupling social security from the employment relationship and 
simultaneously to stop the waste of natural resources by shifting 
the burden of taxation from employment to resource use. In West 
` Germany political proposals are being.discussed which amount to 
' making social security on a basic level entirely a state function by 
decoupling it from the employment relationship and simul- 
taneously introducing markets for natural resources (Biedenkopf, 
‘ 1985). Such a shift certainly could be epad as a SRB eon 
` welfare state capitalism. i 
Second, the labour-capital: dao was an "m on the stan- 
dardization and unification of work, too. ‘One: of the central 
topics of present discussions-on the-need for institutional ‘changes . 
is ‘flexibility’. During the postwar period rigid: standards with 
regard to work ‘have been established in three dimensions: wages, 
labour legislation and working time. It is doubtful whether these 
standards can be sustained in all three dimensions. Trade 
` unionists usually regard. them exclusively às social áchievements 
which: have to be defended; employers: stress the economic losses 
caused by inflexibility of working standards. If one compares 
‘tendencies to flexibilize wages; labour legislation and working 
time, it seems to me that there are better reasons to expect the 
trade unions to agree to..a greater flexibility of working time 


rather than wage cuts and a slackening of.labour legislation. The. - 


last two. would definitely worsen the conditions of, the labour 
force; whereas greater time 'flexibility can improve it. But of 
course whether more flexible working time is really able to 
improve work, conditions is contingent. m its design. Without 
regulations in this field of conflicting: interests, the. establishment 
of flexible working time would most probably deprive labour of 
the protection inherent in standardized working time without 
offering increased 'time sovereignty'. Be that as it may: as 
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opinion polls show, increasing groups in the labour force are 
interested in a greater flexibility of working time. In Germany 
preferences of this kind are at variance with the strategy of trade 
unions to fight for a general reduction of working hours. per 
week. However, a less rigid standardization of working time 
could lead to a better compatibility of different spheres of life 
such as work and family, provided that regulations concerning 
working time are established which take the time preferences of 
the employed into account. A greater flexibility of working time 
would certainly signify a considerable change in the work regula- 
tions constitutive of welfare state capitalism. 

Finally, the welfare state has'itself contributed to a dissolution 
of the unity of the working class and a corresponding 
individualization of life chances. Increasing incomes alienated 
workers from their traditional working-class background, and 
welfare benefits changed the pattern of social stratification. 
Further, the capital-labour accord destroyed proletarian 
consciousness, in so far as interest in socialism has to be regarded 
as a constitutive feature of this consciousness. As a result of the 
capital-labour accord, socialism as a unifying aim of the working 
class was abolished in return for participation in economic 
progress. Since the changes from free enterprise capitalism to 
welfare state capitalism, socialism is no longer on the agenda — 
but neither is a return to Manchester capitalism. The institutional 
changes which replace and supplement the Keynesian welfare state 
cannot be completely predicted yet, but I assume that ecology, 
flexibility and individualization will form part of them. 


Notes 


1. The establishment of the international economic institutions like GATT, the 
World Bank, IMF, the European Common Market and so.on are among the 
major institutional innovations since the Second -World War. Notwithstanding 
their importance I do not deal with them here nor with changes in international 
trade and finance in general. In the literature critical of capitalism the inter- 
national economic order after the Second World War has been described as ‘Pax 
Americana’ (Amin et al., 1982); this ‘Pax Americana’ is assumed to have 
disintegrated since the termination of the Bretton Woods treaty. 

2. For a critique of the view that full employment in Great Britain had anything 
to do with full employment policy see Matthews (1968). 

3. See Saunders and Klau (1985), and for a treatment of the implications of the 
recent increase in the ratio of public debt to GNP, Chouraqui et al. (1986). 
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4. In the literature on corporatism it has been shown that ‘big’ and ‘centralized’ 
trade unions can be bound more to.the aim of monetary stability than ‘small’ and 
‘decentralized’ ones. 

5. Glyn and Sutcliffe (1972) collected the data confirming the profit squeeze 
approach in the case of Great Britain. For similar developments in other West 
European countries cf. Armstrong, Glyn and Harrison (1989). 

6. A full explanation of the incapacity and unwillingness of governments since 
the economic downturn of the mid-1970s to raise overall economic activity to the : 
full-employment level with the help of fiscal policy certainly has to take into 
account not only the debate between 'Keynesians' and ‘monetarists’, but above all 
international factors like the increasing interpenetration of national economies 
and the rise of the level of interest rates (see for instance Scharpf, 1987).: : 

7. See Lane (1985: 16) with reference to Pigou: ‘Non-excludability implies 
market failure because non-excludability is only one side of the more general 


concept of non-appropriability . . . or externality’. 
8. ‘Why abolish the wage system,’ Dahl and Lindblom (1953: 3), have already 
asked, 'if e.g.' taxation will serve the purpose ... to ameliorate income 


inequality'. 
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- MARKET AND STATE IN CENTRALLY 
- PLANNED ECONOMIES 


Andrzej K. Kozmiriski 
Introduction 


The very notion of a ‘planned economy’ may seem ambiguous 
and misleading to some, because of the different forms and 
degrees of planning practised in various economic systems at 
different times-especially under the special conditions of war. The 
German economy during both world wars is undoubtedly such a 
confusing example. In this analysis of centrally planned 
economies I am ‘referring to the Marxist economic system 
introduced in the countries ruled by communist parties. It is clear, 
however, that different types.of such.systems can be observed in 
the real. world. The North Korean economic system is very 
different from the Yugoslav, Hungarian from East German, 
Polish from Romanian, and so on. ' 

Looking for a common denominator among pach differences 
one will quickly discover that the degree to which the economies 
are ‘state controlled and market regulated best describe the | 
differences between centrally planned economies. This statement . 
opens enormous possibilities of comparative economic systems 
analysis, because these two dimensions. are the most commonly 
addressed characteristics of all existing . economic systems 
(Lindlum, 1977:,.1). ; 

The relative importance of the two ségulationn mechanisms, state 
and market, is different in different countries. and constantly 
changing. The problem of the relationship between the market and 
the state in centrally planned economies should' be formulated in 
process terms as a dynamic one’ Driving forces and consequences 
of the process of change should be identified and analysed. In the 
present analysis I.intend to deal mainly with the mechanism of 
change, which implies a focus on ‘economic reforms. Such ‘an 
analysis requires consideration of the sociopolitical context of the 
reform processes as it.is known through empirical observations. 
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Historical Background 


The history of economic reforms in centrally planned economies 
is already over sixty-five years old and full of dramatic changes 
in various directions (Nove, 1977a; Brus, 1986; Revue, 1975). The 
economic system of ‘war communism’ ‘introduced in the Soviet 
Union in 1918, immediately after the Bolshevik revolution, can be 
briefly characterized as a ‘proletarian state economy’ without 
private property, without market, without money. It has to be 
noted, however, that even in such a system the underground 
economy and the black market survived and the old tsarist 
banknotes were widely accepted (Davies, 1958: 31; Seurot, 1983: 
65). This system was dramatically changed in 1921 when Lenin 
introduced his New Economic Policy. (NEP). Under.the NEP 
system classical monetary reform was implemented: a: strong 
convertible currency based on reserves of gold, was re-established. . 
A large number of industrial enterprises became private property 
again; foreign capital, foreign managers and engineers were 
invited back to. Russia. In agriculture, large farmers flourished. 
Market relationships dominated, while a state-sponsored system 
of central planning was gradually emerging Fo in the 
second: half of the 1920s). : 
Around 1930 another drastic change took place in ‘he USSR: 
the -Stalinist system -of ‘forced. industrialization’ was firmly 
introduced. It took the form of an almost completely state- 
controlled economy totally subordinated.to consecutive five-year 
- and annual plans. The Stalinist: system was based upon the. early 
experiences. of ‘war communism’ and was'designed to enable the 
Soviet Union to industrialize for the anticipated war effort and to 
promote the new type of society of ‘proletarian dictatorship’. The 
economy was totally subordinated to centralized" planning in 
natural units with monetary categories (such’ as prices and costs) 
playing only a passive role and being manipulated at will by 
central planners. Such.a system was made possible by a huge 
economic bureaucracy which formulated the plans, monitored 
and controlled their implementation and constantly. interfered 
with the functioning of the enterprises by means of administrative 
measures and political pressure. The bureaucracy itself was 
constantly supervised by the Party apparatus and the political 
police. The Stalinist system was geared towards unbalanced 
growth: rapid extensive development of heavy industry at the - 
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expense of the consumption sector (agriculture, :consumers, _ 
durable .goods and services). Such a system accelerated 

economic growth as long as the extensive: resources (natural 
resources and cheap; disciplined, undemanding labour) were 
abundant and easily accessible. The shortcomings of the system 
became evident with the inevitable depletion of these resources. 
They are more visible than in smaller countries, less privileged 
by nature and. with a more independent and consumption- 


‘oriented population. The unsatisfactory performance. of the 


system in such..crucial areas as economic and social equi- 
librium, quality of life and technological progress has been 
generally known and widely criticized in the socialist .countries 
themselves since the mid-1950s. . à 

After the Second World War the Stalinist economic system was 
adopted in the whole socialist bloc, but not-instantaneously and 
not without resistance. It finally prevailed at the beginning of the 
1950s and its basic characteristics still remain in the USSR itself 
and until recently in the majority of the socialist countries. - 

Also in 1950, however, the first ‘Yugoslav schism’ came into 
being: the new alternative version of the :socialist economy 
emerged, based on the principles of. decentralization, workers’ 
self-management and the growing role of the market mechanism. 

The death of Stalin and the twentieth Congress of the Soviet 
Communist Party triggered a wave of criticism of the ‘classical’ 
Stalinist economic model as well as new attempts at economic 
reform. Polish discussion of the economic model of socialism ` 
(1956-8) and subsequent: (only. partly successful) : decentralization 
reform pioneered this movement (Zielinski, 1973). Czecho- 
slovakia and East Germany followed in the same direction in the 
mid-1960s. Around 1968, however, these two countries reversed 
the trend and engaged in recentralization and the re-establishment 
of the ‘classic’ model with some minor administrative and 
organizational improvements. 

A new push was given to the reformist movement by the 
Hungarian reform introduced in 1969. Since that time Hungary 
has begun a cautious but consistent movement towards a 
parametric system using mainly indirect financial instruments to 
influence the behaviour of enterprises (which were gradually given 
greater autonomy and freedom of choice). In spite of some slow- 
ing.down and temporary reverse trends the Hungarian reform 
process was accelerated in the mid-1980s and the evolution 
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towards a market-regulated socialist economy became likely. 

The Hungarian reform had a very strong impact on two Polish 
reforms. The first one — introdüced in 1972: — was a complete 
failure due to cardinal mistakes in economic policy:-a very strong 
and ill-conceived investment drive, rapid growth in the standard: 
of living of the population combined with low economic 
. efficiency financed through external debt (Kuczyński, 1981). The 
second Polish reform was introduced in the extremely difficult 
and tense political. situation -of 1982, aggravated by the 
accumulated results of the ill-fated economic policy of the 1970s 
(Kozminski, 1986). The reform is now half completed and. 
anti-reformist tendencies are still relatively strong (Pajestka, 
1986: 385-426). But a return to the old system seems-rather 
` unlikely. 

The USSR, which in the 1960s and early 1970s experienced 
some unsuccessful attempts to reform its economic system, seems 
to: be entering a new period of-turbulence and dramatic change 
called perestroika (reconstruction) (Manasian, 1987). . Mikhail 
Gorbachev put it very clearly in his speech at the twenty-seventh 
Congress of the Communist Party of the USSR: ‘The situation is 
such that we cannot limit ourselves to the partial improvements: - 
of the system; radical reform is needed’ (Materijaly, 1986: 33). 
. Since the early 1980s the western world has become fascinated 

by Chinese reforms: decollectivization of agriculture, decen- 
tralization, regionalization and: debureaucratization of the 

industrial system, new openness to the world markets, and the 
introduction of some: elements of the capital market. The final 
goal of the Chinese reform once again seems to be a market- : 
regulated, open socialist economy (Chevrier, 1986; Zafanolli, 

1985). . 

Even such a short overview of the broad spectrum of economic 
reforms in centrally planned economies justifies some more 
general conclusions: 

1. Historically socialism has developed a relative diversity in its 
economic mechanisms as well as corresponding organizational 

‘forms and social institutions. Such a diversity implies different 
and varying degrees of government control and market regulation 
of the economy. 

2. Economic reforms were both successful and unsuccessful: 
some produced results completely opposite to the initial inten- 
tions. Reforms were designed in a variety of patterns: some were 
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based on centralization, someon decentralization, some on 
market or parametric regulation, some on direct economic 
calculation in natural units, combined with administrative 
management methods. All involved, however, more or less 
dramatic ‘changes in the ‘state-market mix of the economy’. 

3. Economic reforms were implemented in varving socio- 
political conditions. Sometimes they were stable and well under 
control (as in Hungary in 1969), sométimes extremely tense and 
turbulent (Poland 1982). Economic situations varied in the same 
way: from relatively prosperous and stable (Hungary. 1969, 
Poland 1972) to extremely difficult eek 1921, dar dern er 
Poland 1982). 

4. The reforms can be atiribisted to various: political inspira- 
tions such as Trotskyism, Stalinism, revisionism, liberalism: and 
some other ‘isms’. Political and ideological struggle was always 
an important part of the reform process. Sometimes it involved 
violence and repression (as in the introduction of the Stalinist . 
reform in the early 1930s in the USSR). In this way such notions 
as the role of market and state in the functioning of the economy 
became ideologically based: The main-purpose of this analysis is 
to use them as scientific categories explaining the dynamic of the 
socioeconomic and political systems of the socialist economies. : 

Such an analysis involves the following crucial issues: 

— The problem of the identity of the eenicelly AEN socialist 
economy. 

— Identification of the main ines of such economic systems 
and their main sociopolitical correlates. . 

— Identification: of the main factors underlying the dynamics 
of the system: transition’ from one form to ‘another. 


The Problem of Identity 


In What is Socialism? published as early as 1934 D. Griffith: 
quotes 261 definitions of socialism. In most cases such definitions 
take the form of a list’ of the. basic characteristic features of- 
socialist economies. The following list, formulated by J. Qi Zieliń- 
ski, is a typical example of such a definition: 7 

— satisfaction of needs of the whole society: as a declared goal 
of the socialist economy; : 

— social ownership of the means of production; . 
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— central control of economic life; 

— freedom of choice: of the consumer; 

— freedom: of employment; è 

— preservation of money (Zieliński, 1986: 34). : 
This list seems to'be general enough to cover all -the socialist 
economies existing now and in the past, both predominantly state 
regulated and predominantly market regulated. Some additional 
updating comments remain to be added to this list of character- 
istic features. . 
` 1. The historical experience of the socialist economy proves 
that private ownership: of the means of production always 
survives to some extent within the framework of a black, grey or 
perfect legal. economy (Aslund, 1985;. Katsenliboigen, 1977). 
Therefore social ownership of the means of production should be 
considered as dominant, , not. necessarily exclusive. In some 
socialist countries (Poland, China, Hungary) the possibility of 
_ creating’ commercial .companies issuing “bonds and shares to 


: , employees and to the general public.is.openly discussed. Some 


practical experiences havé already begun; the embryos of stock 
exchanges have already appeared in China and in Hungary 
(mainly in the form of bonds sold by state-owned enterprises). It 
means that almost certainly some new forms of ownership of the 
means of production will einerge in the socialist economies. These 
new: forms of ownership could be qualified -as intermediate 
between private and social ownership. Such a trend will inevitably 
lead .towards the creation of a capital market in the socialist 
economies (Nagy, 1970). Some socialist societies can be 
characterized. as having a relatively. high level of acceptance: of, ' 
private ownership ofthe means of production. In. a public: 

.opinion poll taken in Poland in December 1986, for example, 

, 91.4 percent of workers and 95 percent of managers accepted 
private initiative in crafts and services. The respective figures for 
retailing were 78.7 percent and 84.4 percent, for small industry 
60.6 percent and 66.3 percent, for: medium-sized -industry 36.6 . 
percent and 29.1.percent, for banking 20.3 percent and 18.6 
percent and for heavy industry 23 percent and 12.5 percent.' 

2. Some authors; strongly advocate including self-management 
as one of the basic characteristic features of the socialist economy 
(Horvath et al., 1977; Horvat, 1982). This. argument cannot be 
defended on the grounds of the analysis of existing socialist 
economies: some of them were and still are organized on purely 
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authoritarian and totalitarian principles, with the exclusion of any 
kind of self-management (for example Romania and North 
Korea). 

3. The proben. of ranking the characteristic features of the 
socialist economies is raised by some. Such a problem can be 
formulated as a question: ‘How far can the reforms go without 
losing the socialist, character of the economy?’ This question was 
seldom openly addressed, partly .because of its far-reaching 
political implications, partly because of the fact that up to 1990 
none of the existing, socialist economies has ever lost its socialist 
character. The answer is probably most closely related to the 
central control of economic life and has to be formulated in terms 
of political science rather than economy. The Polish political 
scientist J.J. Wiatr (1979: 100, 115) formulates it as a ‘direct link 
between economic and political.functions of the state’. A socialist 
economy always remains politically centrally controlled by the 
state, which is in turn controlled by the Party.. The preservation 
of this feature seems to be the limit of the reforms: beyond it the 
economy loses its socialist character. This means that the political 
authority controls the degree to which self-regulating market 
mechanisms, private ownership, independent initiative,- self- 
management and so on are allowed in the economic. system. 
Political reasons can induce dramatic changes of policy in this 
respect. This statement confirms once more that the spectrum of 
possible ‘state-market mixes’ is relatively broad in existing 
centrally planned economies. 

The problem of the identity of the socialist economy is closely 
related to the notion of economic reform changing the system. 
without changing its identity. 

Similarly to the way. the problem of catty of the socialist 
economy was presented we will. try to establish a list. of the most 
important features of an economic reform (Grossman, 1966; 
Bronstein, 1973: 3-4, 8-10; Zaleski, 1975): 

1. Economic reform brings qualitative change into the 
philosophy, procedures and instruments of central planning. This 
covers the scope of planning and the type of economic calcula- 
tion. 

2. Economic reform changes ‘the rules of the game’ between 
the state and other economic agents: enterprises and households. 
It implies a change in the instruments used by the state in order 

- to. influence the behaviour of enterprises and households. The 
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proportion of administrative and political versus economic and 
monetary instruments changes, as well as the nature of both types 
of instrument. 

3. Institutional and organizational changes should be 
considered an integral part of reform. Both changes in the struc- 
ture of the state and its economic administration and changes in 
the way in which the enterprises are grouped are irivolved. Such: 
a reorganization always triggers more or less drastic changes in 
the ruling elite, bureaucracy and managerial personnel.' 

4. The process of the formulation and implementation of a. 
reform always has a very important political and ideological 
aspect. It assumes the form of a political campaign and very often 
of political struggle between the supporters of the *old' and the 
‘new’, and: sometimes between different orientations of the ‘new’. 
This implies a change of some ideological principles, the 
emergence of new forms of political and social life as well as a 
change in the role of the mass media and public opinion. 

Such a list of the most important features of economic reform 
enables us to grasp the fundamental variables describing different 
types of socialist economy. By the same token we will be able to 
provide a description of three types of relationship between ihe. 
state and the market in centrally planned economies. 


Three Types of. Centrally Planned Economy 


On the grounds .of the historical experience of existing socialist 
economies and analysis of different economic and sociopolitical - 
theories of socialism, three main types of centrally planned 
economies can be indicated: 

1. The centralized Stalinist system; : 

2. The partly decentralized parametric system; 

3. The market-driven socialist economy. 

The first type was introduced by Stalin and his political 
supporters in the late 1920s. Its theoretical foundations were laid 
by the Trotskyist E.: Preobrazhensky who formulated the theory 
of ‘primitive socialist accumulation’ enabling rapid industrializa- 
tion. According to Preobrazhensky, industrialization was made 
. possible by an unequal income distribution between industry and 
agriculture in favour of industry, and the low standard of living’ 
of the working class (Preobrazhensky, 1927, 1966; Ehrlich, 1960; 
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Spulber, 1964). After politically eliminating Preobrazhensky, 
. Stalin put his ideas into action (naturally without mentioning the 
source of his inspiration). The theory of Stalinist industrialization 
was further developed by such economists as S. Strumulin, G. 
Krzyzhanowski, L. Grinko and others (Smolar, 1974). These ideas 
-dominated Soviet economic thought until the mid-1960s and were 
not completely abandoned until Gorbachev's , reconstruction ' 
began in 1986. They survived until recently to some extent in the 
political. economy of such countries as Czechoslovakia, East 
Germany and Romania. ] 
The idea of a partly decentralized parametric system was 
developed independently in the USSR during ‘the animated 
economic. debates of the 1920s,” and in the West by O. Lange 
and A. Lerner (Lerner, 1936-7, 1938; Lange, 1936; Gado, 1972). 
The main idea behind the parametric system is the use of 
monetary instruments and incentives and market mechanisms in 
order to implement a centrally formulated economic plan. This 
idea was and still is widely accepted by generations of ‘moderate 
reformers’ in the USSR, Poland and especially in Hungary, where 
the parametric system was introduced in the 1969 economic 
reform: (Csikos-Nagy, 1972). . 
The theory of a market-driven socialist economy was presented 
in the 1920s in the USSR by N. Bukharin and his group 
(Bukharin, 1928). This theory focused on the notion of economic 
and social equilibrium and assumed that central planners could 
only anticipate a structure of the economy determined by. market 
. mechanisms. The possibility of state influence on the economy 
was limited, then, by equilibrium requirements and the amount of 
resources the state could mobilize in support of its actions. 
Bukharin’s ideas seem pretty close to the contemporary theories 
and practice of ‘indicative planning’ in the 1950s, 1960s and 1970s 
in some capitalist countries such as France and: Holland. The 
theory of ‘market socialism’ was based on the experiences of the 
USSR under NEP. Introducing his system of ‘forced. 
industrialization’, Stalin.took a very negative attitude towards this 
theory and ruthlessly eliminated all its supporters. Since that 
time, until very recently, ‘market socialism’ was considered as 
ideological schism or ‘revisionism’ even in more liberal socialist. 
countries such as Poland or Hungary. Nineteen sixty-eight and 
subsequent events in Czechoslovakia were classic in this respect. 
‘Market socialism’ ideas, however, re-emerged several times in the 
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economic thought of the socialist countries: in Poland in 1956 
(Kurowski, 1956; Ekonomisci, 1956), in Czechoslovakia in 1966-8 
(Golan, 1981), in Poland in 1981 and again in 1986-7 (Refórma, 
1981); in the USSR under Gorbachev's reconstruction (Manasian, 
1987) and in Hungary around 1985. In some countries (Hungary, . 
Poland) it seems to have been considered a realistic alternative to : 
the existing economic mechanism: It should be noted then that 
the roots of all three alternative models of the centrally planned 
economy lie in the Soviet economic debate and political struggle . 
of the 1920s — a fact which was almost completely: nore in ihe 
West until the late 1950s. 

Following thé description just given' of the fündamientél: 
. features of the centrally PE economy, let us Due describe 
three basic types. 

In the centralized Stalinist. syste (Nove, 1977b; Lavigne,’ 1979) 
the philosophy and practice of. central planning is based upon the 
theological assumption of the absolute freedom of central plan- 
' ners determined to achieve their political and military objectives 

‘at any price') This approach to planning imposes direct 
economic calculation, where physical quantities are directly linked. 
and co-ordinated. The logic of such a planning methodology is: 
most adequately represented by Leontief’s input-output model, 
where the supply of a product represented by a physical unit is 
directly balanced by central planners with the demand for it by ` 
final users and other branches of the production sector (Wakar, 
1965: 8-9). Monetary categories do not play any active role as 
criteria of choice. The whole planning process is subordinated to C 
the political and military priorities established and followed by 

the state. The only limitations come from technology. Production 

methods are arbitrarily chosen by central planners in order to 

maintain the balance between input and output (Berliner, 1976; 

. Koźmiński and Obt6j, 1984). All available resources are mobilized 

to satisfy the needs of priority branches of production (important 

for political and military reasons), while the others remain 

deliberately undersupplied. Unbalanced growth, favouring heavy 

industry at the expense of agriculture and thé consumption sector 

and compromising economic and social equilibrium, inevitably 

results from that kind of approach to planning. It is based on the 

absolute. domination of political PHONES Tepresented by the 

state. 

' The rules of the game between the state aid other economic 
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agents can be- briefly described as state domination: achieved’ 


‘through coercion. .and administrative * ‘means. The centralized > 
Stalinist system implies rationing of all important production ` 


factors and centralized distribution of scarce consumer goods. 
Some consumer items are rationed or allocated throügh admini: 
strative procedures and the bureaucratic apparatus. Wages" are’ 
centrally controlled, plan targets are formulated as military orders 
expressed in natural units. The performance of enterprises is 
evaluated by supervising administrative authorities as: ia peteen: 
tage: of plan fulfilment. So e 
The administrative and political authorities vénstantij interfere 
with the functioning of the enterprise. That kind of system leads 
managers on the enterprise level to adopt “purely defensive 
strategies in order to obtain easier plàn targets and generous 
allocation of resources (Koźmiński, 1976; Berliner, 1957).. This 
can be obtained. through a ‘quasi-political. game'.^ In the 


centralized system the share of market relations is limited-to the. ` 
“shadow economy’ which grows rapidly along with the degenera- 
- tion of the system (Cassel and Cichy, 1987). The role of the 


monetary ‘and banking system is purely passive, limited to P 

accounting and financial control (Wakar, 1969; Seurot, 1983). 
The classical Stalinist system developed its own specific institu- 

tional structure well fitted to the logic of its functioning. This" 


. type of structure can be described as follows: 


1. The Central Planning Office linked with rationing agencies: 
administratively allocating resources (such as GOSSNAB in the 
USSR) plays a key role in forimulating plans, changing and 


. adjusting them, .co-ordinating and evaluáting plan proposals ` 


submitted by various sectors and branches of the national 
economy and local governments: ‘ - : 

2. Sectors of” the national ‘economy vare. supervised ` by 
corresponding ministries. The number of such ministries grows 
with the increase.in the scope and complexity of the system. 
Ministries have a double and basically contradictory function. On 
the one hand they belong to the state apparatus and represent the 
general interest of society embodied in a central plan. On the 
other hand they represent the particular interests and-development 
needs Of a given sector of the economy (in other words a 
particular group of enterprises). Needless to say, these particular 
interests tend to.be contradictory: ministries compete among 
themselves for scarce resources and the most powerful ‘lobbies, 
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representing .'priority' .sectors, successfully promote their own 
extensive growth at the expense of the others. In that way they 
. contribute to the ‘arhythmia’. of economic development.? 

3. The whole.system is highly centralized: all resource alloca- 
tion decisions and all adjustments are made or at least approved 
at the top level. A high degree of formalization follows, 
promoting, *trained incapacity’ and bureaucratic games within the 
system. 

4..Enterprises are grouped in ‘unions’, dudit — 
groups of products, or sometimes established on a territorial 
basis. They can be considered as 'administrative monopolies'. 
Every such union of enterprises is supervised by one ministry 
protecting its monopolistic position, as its own ‘turf’. 

‘The hierarchical character of the institutional structure of the 
economy is correlated with the social stratification and unequal 
distribution of income, housing, medical care, education and 
prestige. 

The. political and social -climate of the tete Stalinist 
system is characterized by the ideological domination of ‘Stalinist 
Marxism’ adjusted to the needs of ‘forced industrialization’, and 
by the police state. The whole of cultural and social life is sub- 
ordinated to one goal: mobilization of the masses around the plan 
targets (Roberts, 1971). A new style in art: ‘socialist realism’, is 
created and forcefully imposed on. cultural life. Such a 
sociopolitical system is called by some authors ‘monocentric’ 
(Koźmiński; 1982: 32-48). E - 

A partly decentralized parametric system- introduces some 
changes into the planning philosophy and practice without chang- 
ing its fundamental logic. Planning remains highly centralized and 
direct economic calculation in natural units prevails. The scope of 
central planning is, however, gradually reduced: the number of 
plan indicators and centrally allocated resources decreases.” In 
the new parametric system introduced in Poland in 1987, for 
example, only basic raw materials, energy, centrally financed 
imports and important investment projects were centrally planned 
in natural units. The plan loses its total character but remains the 
principal regulator of the macrostructure of. the economy. As B. 
Csikos-Nagy puts it: ‘The market has an active role in the forma- 
tion of the micro-structure but is not a principal regulator of the 
macro-structure’ (Csikos-Nagy, 1972). Plan priorities change 
under the parametric system: the standard of living of the 
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-population is given much more attention by central planners in 
order to avoid a political and social crisis gradually intensifying 
with the decline of the centralized Stalinist system (Berlin 1954, 
Poland 1956, Hungary 1956). The Hungarian economist J. 
Kornai explains this change of priorities in the following way: 


Hungarian economic policy was more oriented toward the consumer and the 
standard of living than the economic policy of the other East European coun- 
tries. This decision was taken under the influence of the events of 1956. The 
historical lesson drawn from 1956 was that a socialist government. has to satisfy 
the material needs of the people and to avoid periods of intense dissatisfaction. 
(Kornai, 1984) 


In such a way ‘goulash socialism’ was born. 

Partial abandonment of central allocation of resources and 
partial reorientation of, the economy toward consumption 
considerably increase the importance of economic equilibrium 
(inflation) and price formation. Central financial planning covers 
such areas as prices (centrally established or at least centrally 
controlled), the level and structure of incomes and expenditure of 
the economic ‘agents: state, enterprises and households (Gado, 
1976; Gorski and Jedrzejczak, 1987: 204-86). Financial planning 
existed under the Stalinist system but it was. perceived as a simple, 
formal consequence -of. direct, economic calculation in natural 
units. A parametric system makes it much more important and 
much more sophisticated. Monetary equilibrium is often achieved. 
by administrative means, and this is why a monopolistic and 
bureaucratic structure of banking is maintained: banks play an 
important role as a part of the state economic bureaucracy 
(Zwass, 1978-9). E 

A parametric system changes the relationship. and rules of the 
game between the state and other economic agents. It is based on 
the principle of decentralization. Managers are free to choose 
between various courses of action in: order to maximize perfor- 
mance indicators imposed: by the system. The complexity and: 
scope of the performance indicators set has an inherent tendency. 
to grow. In order to induce the enterprises to behave according 
to the expectations of the state organs and the plan targets natural 
indicators (such as production volume and structure, volume of 
exports, norms of raw materials and energy use) have to be 
combined with financial ones (such as profit, profitability before 
and after taxes). Such complex systems enable enterprises to 


146 f A.K. Koëmiñski 


‘cheat’? and to ‘play’ some performance indicators against the 
others. More advanced parametric systems reduce and simplify 
the sets of performance evaluation criteria, focusing mainly on 
profitability and self-financing. This does not completely ee 
however, bargaining and ‘games with the indicators’ (Antal, i 
Kornai and Richet, 1986: ch. 3; Lipinski and Wojciechowska, 
1987). 

A parametric system increases the freedom of choice of the 
consumer because it provides for a wider selection of consumer 
items. At the same time it can create social tensions because of 
. cyclical shortages (Wiles, 1982). | 

A parametric system introduces ed into the institutional 
structure of the economy: 

1. The number of ministries supervising sectors of the national 
economy is consistently reduced in order to achieve a more 
unified economic policy and to avoid conflict of interests and too 
much lobbying. In both Hungary and Poland, for example, since 
1988 there have been only two such ministries: ux d and 
Agriculture. 

2. The importance of the Central Planning Office diminishes 
and functional ministries (such as ministries of Finance or 
, Foreign Trade) become more important. 

3. Ministries lose some of their authority over enterprises, and : 
the organizational form of branch unions of enterprises (‘admini- 
strative monopolies’) is replaced by looser structures such as 
voluntary associations or joint ventures. : 

4. Ministries lose some of their authority over the enterprises 
they supervise, since the parametric system requires that 
considerable freedom of choice be given to managers.- The 
behaviour of the enterprises is influenced by centrally determined 
parameters such as prices, interest rates, currency exchange rates 
and taxation rates. This means (at leàst in theory and by law) that 
a ministry can interfere with the functioning of an enterprise or 
a.group of enterprises only in clearly defined situations. The 
funds accorded to them to reallocate resources and to ‘assist’ 
financially unstable enterprises are also gradually reduced.’ 

Answering the question about the state-market relationship in 
parametric systems, one comes to the conclusion that they are 
somewhat relaxed and liberalized forms of the classic Stalinist 
System. Among the reasons justifying that statement let us 
mention the most important. | 
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— The basic philosophy of planning based on direct -economic 
calculation in natural units remains unchanged. i 

— Vertical hierarchical relationships between the organs of the 
state and the-other economic agents (enterprises and. households) 
still predominate over horizontal, market-regulated relationships: 
between enterprises and households. : 

"The*rules of.the game between the state and oter economic 
agents are unstable and often subjected to sudden changes, due 
to the fact that the state cannot meet its plan targets formülated 
in natural units..Such arbitrarily formulated plan targets still 
represent political preferences on the part of the state: : 

' The political. and ideological aspects ofthe system also clearly 
demonstrate ‘its relaxed and liberalized but still authoritarian 
character. The political climate accompanying the implementation 
of the parametric system can be ‘characterized as follows: 

— Political liberalization, enabling the emergence of different 
Srieniations within the party. Some of them represent strong pro- 
reform’ tendencies ‘and can be characterized as ‘quasi polen 
opposition’ (Tomas, 1970; Korbonski, 1975). 

— More -technocratic and less ideological -orientation of 
political leadership (Farrell, 1970: 88-107, 157-94). 

— National differences play^an. increasingly important role as 
one of the factors shaping: different tps of Socialist economic 
mechanisms. . ` 20 ht : : ; 

— Socialist societies become less and less saltar. Individual 
success and even entrepreneurship gradually gain official recogni- 
tion as factors differentiating the standard of living (Connor, 
1975; Lauter, 1972; Kende and Strmiska, 1984). 

. — Market socialism - and "political pluralism are still: 
ideologically condemned as ‘anti socialist’. The repression which 
follows such condemnation becomes, however, less and less rigid 
and: brutal (at least in the countries: implementing a i pärametnie 


: system, ‘such as Hungary and'Poland). ` S 


The description of a market-driven socialist economy is more’ 
difficult than an analysis of the-Stalinist or parametric model. 
Since NEP such an economic system has not existed in reality, if 
we do not take into: consideration the specific case of the self- 
managed. Yugoslav economy. Hungary only recently (in 1985) took 
the first step towards a market-regulated economy when it aban- 
doned central planning in natural units. We can only outline, then, 
the most important features of such a system of socialist economy: 
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— A market driven system in a way reverses the planning-plan 
implementation relationship existing in both centralized and 
parametric systems. The market mechanism determines the plan: 
planning decisions have to be accepted and verified by the 
market. A market driven system cannot ‘coexist with. direct 
economic calculation in natural, units. The bureaucratic procedure 
of formulating five-year and annual plans will have to be replaced 
- by industrial policy in its contemporary western version (Kozmin-. 
ski, 1986: 113-17; Magaziner and Reich, -1982; Bienayme, 1982). 

— New rules of the game between economic agents will have to 
be established, based on the principle. of the.equality of the 
participating parties. Such relationships are regulated by civil 
commercial law, while administrative law .dominates in both 
centralized and parametric systems. ` 

— The Central Planning Office and the sectoral ministries have 
to disappear. The role of money, PERDE and credit institutions 
must be radically changed: 

— an at least partly convertible pürreióy is. considered a 

necessary condition of an open market economy; 

. — à network of profit-driven, “ARBRE commercial banks 
has to be developed; 

— the Central Bank has to gain jndepegdenée: fom the state 
budget; maintaining the value of. money is to become its 
only responsibility (which means inevitably hard budget 
constraints imposed on state-owned enterprises); 

— capital market institutions have to be cM (Backs and 
Varhegyi, 1983). 

— A pluralist model of socialist act und: bte politics 
will probably emerge. It will be based'on the official recognition 
of different interest groups and different political orientations. : 
New political platforms will have to: be created in order to 
facilitate negotiations and compromises. Workers’ and territorial 
(local) self-management organs will probably play an important : 
role in this process. A monopoly of information and interpreta- 
tion could no longer be granted to the official fully state-- 
controlled media promoting official ideology. An: increasing 
degree of pluralism in the area of information seems inevitable 
(Morawski, 1983: Part I). 


SRA 


Market and State in Centrally Planned Economies 149 
System Dynamics 


Economic reforms changing the state~market relationship in 
centrally planned economies are introduced. for political reasons. 
A need to reform the economy arises when at least one of the 
three following reasons becomes evident to the political elite: 

— Lack of an economic foundation for the implementation of 
the political programme of ‘socialist reconstruction of society’ 
and for the corresponding military strategy (this was the reason 
behind ‘Stalinist reform’ of the late 1920s); : : 

— Dissatisfaction and unrest causing-political instability in’ the 
system (Hungarian reform and Polish reform); | 

— Sudden changes in the political situation, both internal saad 
international (Yugoslavia 1950). 

The political origin of the reforms is reflected in the process of 
their implementation. Reforms are always directly or indirectly 
linked to some kind of political crisis. Public debate. on the defi- 
ciencies of the ‘old system’ brings out possible remedies and solu- 
tions. The.impact of such a debate is not limited to the closed 
circles of professional politicians, experts and managers; the 
general politica] climate and the opinions and attitudes of the 
general public are also strongly affected (Adamski et al., 1986). 
The case of Poland after 1980 is classic in this respect. Prepara- 
tion of the project of the new reformed system always involves 
political ‘struggle between promoters of the: reform arid its 
enemies. The implementation of the project triggers even more 
visible antagonistic games:and -political manoeuvring. In Poland 

.after 1982, for example, strong pressures. promoting a more 
egalitarian income policy and government price controls ‘are 
considered to be one of the main factors inhibiting the process of 
reforming the economy (Lipiński and Wojciechowska, 1987: 271— 
80). Similar processes were observed in: Hungary: in the 1970s 
(Koltay, 1986; Soos, 1985). In the USSR at the end of the 1920s 
the NEP was abolished with the help of spontaneous political 
pressures from an impoverished working class shocked by the 
luxurious life of the new breed of capitalists the NEP had created. 
The bureaucracy often uses quite sophisticated strategies. to 
protect its own interests and to stop the reform. Monopolistic 
groups within the system (such as industrial lobbies representing 
heavy industry or mining, or bureaucratic lobbies grouped in such 
- organs as the Central Planning Office, protecting its monopoly of 
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economic initiative) try to control the reform implementation 
process and to use it to their own advantage. They often appeal 
to the political elite’s fear of losing control over the economy 
(Rychard, 1980a, 1980b; Iwanowska, -1982). 

: The political crisis accompanying the reform process has an 
economic origin, which might be called. the ‘vicious circle of 
socialist industrialization’. In Benanti terms it can be described as 
follows: 

A centralized Stalinist system is introduced to. facilitate 
industrialization and to -liquidate the industrial gap between 
advanced capitalist countries and socialist countries. As a conse- 
quence of industrialization plans are developed. 

The number and total value of investment projects rapidly 
grows as a result of intensive lobbying by powerful industrial 
pressure groups. Heavy industry is a winner in this game. 

Principles of liberal financing by the state budget and easy 
credit are applied to these projects. As a result, demand eros 
rapidly in such areas as: 

— consumer goods and housing (new industria] workers and 
' new bureaucrats are employed and relatively highly paid); . 

— construction services and materials, transportation and 
ehergy; | 
— imported capital goods and robes RE 

— imported components. 

Such an excessive demand cannot be met within reasonable 
time limits. Shortages accumulate in all the areas listed here and 
completion of investment projects is increasingly delayed. 

Shortages create strong pressure to increase tħe output of 
operating industrial enterprises and to intensify exports. Such a 
pressure takes a ‘natural administrative form. Since operating 
enterprises are also subjected to soft budget constraints, this 
pressure results in an increasingly wasteful use of resources and 
unexpected wage increases. Both contribute to increased shor- 
tages. i 

As a result, the centrally planned. economy becomes nearly 
uncontrollable. Plan targets are not met, up to 60 percent of GNP 
is frozen in uncompleted investment projects; production costs 
and material input run out of control. Popular unrest, dissatisfac- 
tion and lack of motivation follows, triggering the political crisis 
mentioned earlier. The political elite is divided over the issue.of 
responsibility for ill-conceived projects, the growing technological 
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gap, low performance in exports, low quality of products, under- 
developed agriculture, devastation of natural resources,. and so 
on. 
There are two possible system -answers to that situation:. 
— extensive use of easily available natural resources, | 
manpower and. foreign credit; 
— rigorous administrative control and arbitrary cuts imposed 
on investment, .wages and. production costs; 
Both answers appear simultaneously in different Srno 
and in consequenċe create new shortages and add.new factors to 
unbalanced growth. A new investment programme then has to be 
undertaken, to eliminate some of the shortages and all previously 
described consequences inevitably .follow (Kornai, 1980): 

: Such a mechanism is typical of the centralized Stalinist model. 
An immensely rich country like the USSR could bear for a long 
time .its astronomic costs and still achieve some economic and 
social progress. In other countries, especially those with more 
demanding and less disciplined populations (like Poland and 
Hungary), a parametric: system is introduced to improve the 
economic. and sociopolitical efficiency of the -centrally planned 
economy. Let us.discuss to what extent this is possible. 

All the observers of economic reforms in socialist countries 
confirm that-in reality parametric systems are never pure.. They 
always have to be assisted by such administrative measures as. 
direct orders; rationing and different forms of subsidies. This can 
be explained by the following reasons: 

Parameters determined at the central level cannot be adjusted 
to all possible plan targets (still formulated in natural units) and 
all possible local conditions of plan fulfilment. 

Lack of coherence in the sets of artificially established perfor- 
mance evaluation indicators induces the enterprises ‘to ‘play 
games’ and to vary their.output considerably from the central 
planners’ expectations. | | 

The bureaucracy has an inherent tendency to use and abuse 
administrative measures. 

Parameters influence enterprise behaviour with time lags. 
Unexpected shortages and changes of political priorities often 
require quick adjustments. and resource reallocations, which can 
only be achieved by administrative measures. 

Such administrative adjustments contradict the basic principles 

- of the parametric systems: 
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— stable limits on the autonomy of the enterprises respected by 
administration; 

— promotion of self-financing by enterprises; 

— commercialization of bank credit. 

These principles are only partly respected (budget constraints ` 
become somewhat harder but not really hard) and the system is 
not stable: the degrees of autonomy and self-financing constantly 
.change following the needs of short-term adjustments of 
economic policy (Kozminski et al., 1982). This happens especially 
in times of economic difficulties and sociopolitical tensions (for 
example in Poland between 1976 and 1980 and in Hungary 
between 1980 and 1985). 

All the above observations lead to the conclusion that a 
parametric system is not a realistic alternative to the centralized 
Stalinist system. It can only be perceived as a temporary, transi- 
tional solution leading backwards to an administrative system, or 
forward to a market-driven one. Its relatively low economic effi- 
ciency, cómbined with the lack of coherence and instability built 
into the system, provide arguments for a political rhetoric of 
*good old days’. Such rhetoric often seems appealing to a public 
opinion afraid of losing such achievements of the socialist system 
as job security, subsidized prices for foodstuffs and housing, free 
education and medical care, and egalitarian principles of income 
distribution. 

These advantages, howeten tend to vanish with the increasing 
inefficiency caused by accumulated shortages. The ruling elite, or 
at least a part of it, realizes, then, that more radical reforms have 
to be undertaken in order to change the uncontrollable and nearly 
anarchic character of the economic system. Additional pressure is 
put on socialist governments by the international financial 
community because of the socialist countries’ constantly growing 
foreign debt. It is well known that the International Monetary 
Fund played an important role in promoting more radical reforms 
in Poland in 1987 and in Hungary in 1985. 

Such a pressure from a part of the political elite, and from 
outside, activates two additional posle reinforcements of pro- 


. reform tendencies. 


The first is the mobilization of self-management and expert 
public opinion against -the return of ‘good old days’ of 
bureaucratic rule, and the corresponding development and rein- 
forcement of the new institutions of ‘socialist democracy’, as for 
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example in Poland after 1982: a new, enlarged and much more 
active role of the parliament, the creation of new consultative 
bodies grouping people of different opinions and political orienta- 
tions,. and considerably increased freedom of expression, 
especially in economic matters. 

Second is.more freedom for private entrepreneurship, small and 
medium-sized firms, joint ventures with foreign capital, commer- 
cial law companies and so on. Such, for socialist economies, 
unconventional forms of ‘economic initiative can serve - the 
purpose of training people in effective market-driven economic 
behaviour, getting them accustomed to competition and market 
constraints, promoting technological progress and new manage- 
ment methods and techniques. In Poland, for example, the micro- 
computer market is dominated .by such firms. Concrete results 
and rewards for entrepreneurship can also. help to remove some 
of the prejudices against a market-driven socialist economy. 

. Both types of reinforcement of pro-reform tendencies are: at 
present used to different degrees in the USSR, Hungary and 
Poland. Up to the end of 1987, however, only Hungary. had made. 
a decisive move towards a market-driven socialist economy. This 
is based on two fundamental, principles introduced in 1985 in the 
form of new legislation concerning planning, finance and local 
governments. 

— The principle of ‘decentralized planning’ openly declares the 
complete independence and autonomy of enterprises and local 
governments as planning subjects. The state budget is no longer 
required to finance automatically all the plan targets. Planners 
are expected to show flexibility and to adjust to the changing 
economic situation. The concept of decentralized planning implies 
the use of flexible time horizons in various areas and stages of the 
plan, which differs from the rigid one- and five-year planning 
periods still used in all other socialist countries. The most impor- 
tant difference is that in the new Hungarian system no plan 
targets are formulated in physical units. The new Hungarian 
concept of planning should be perceived as an attempt to recon- 
cile the market mechanism with the incentive and dynamizing role 
of the plan. The plan represents the macroeconomic intervention 
(industrial policy) of the state and the market mechanism is meant 
to shape the final.decisions of the economic agents. 

— The principle of the monetarization of the economy implies 

. commercialized financing and hard budget constraints imposed 


- economies. 
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on all economic agents. The bankruptcy .of inefficient enterprises 
` is openly admitted and even welcomed.under the new system. The 
capital market is intended to regulate all non-budget-financed 
capital flows within the system. The.role of the state budget in 
redistribution of income is considerably reduced. A network of 
competitive commercial banks is created. The opening of the 
economy should push Hungarian enterprises towards e a ii 
on world markets (Csaba, 1986b): . 
The Hungarian and Polish experiences show clearly iiu: 

Spite of all the weaknesses of the parametric systeni and it 
vulnerability to’ anti-reform attack, it should.-be considered a 
necessary and practically unavoidable transitional stage.on the 
path.from the centralized Stalinist system towards a .market- 
driven socialist economy. Instantaneous change would jeopardize. 
the sociopolitical stability of the system: and dramatically alter its 
. identity. It: should’ also: be remembered that long years of a 
centralized and bureaucratized natural (non-monetary) economy 
eradicated cultural patterns of market-driven behaviour and 
discontinued: its social and moral legitimation. A business and 
' banking community is" practically non-existent in centrally . 
planned economies and there are no skills easily available in such 
areas as business strategy, finance or marketing. Gradual decen- 
tralization of the system over a long period of time seems the only 
: way to develop new attitudes, motivations and skills. enabling an 
ecónomically efficient but also politically. and sociologically. feasi- 
ble state-market mix. -Events of 1989 and 1990 showed that such’ 
.a long period of grace was not given to Sera planned 
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Thé ` question we are going to- deal with: “would, : dt first. sight, 
appear to be simple. “at ‘is easily,- noticeable: how; even. in “our 
societies of organized capitalism, certain transactions involving 
goods and services evade national. accounting: and remain : hidden: 
This ‘applies’ especially to illegal.. activities: such as contraband, 
drug’ smuggling, ‘tax frauds ‘and infringement: of. ‘labour laws. In ` 


'. attempting to study this: invisible: ‘economy, the biggest. problem. 


seems- to. be .of.a technical nature: what, means : scan we adopt to 
uncover. transactions that are hidden from view? It is:by no means ` 


; easy. to solve.this problem’. and yet it-is not impossible to.attempt i 


reasoriable . approximations .on the' basis- of: indirect: methods. , 


Things get more complicated when’ we observe the. existence of c1 


perfectly’ ‘legal exchanges of. goods: and services. that are riot: 
accounted for in money terms: — an exchange of labour regulated ' 
by custom, an interest- free loan: between : relatives, voluntary l 


services and so on.. Even’ in cases-such tas these we might seek to. ` 


give a- value : to the, transactions, and relate them: -to national ` 
accounting. We realize; however, that'the more: we venture into : 
intimate social or culturally: complex. relations, -the. less prepared 


we, are: to. consider the exchange a transaction: or ‘to: "highlight and -., 


isolate. its’ specifically economic: content. When: a friend comes to 


our aid: economically. we tend to. make'arough: ‘mental calculation. 2x l 
as to when we will be able to pay him or her'back: This is much 


less likely;: 'however ,; ‘between’ fathers. and sons: And. what view are 
we then to take: of a woman's housework?. Today many would: - 


‘still readily: object” that, in such: cáses, it is wrong. -to~ speak of 


labour. It:would be: preferable to refer to ‘relations’ based.on 'affec- : 
tion, relations which, by their very: nature, “cannot be imagined or 

construed in monetary ‘terms. ‘After’ all, ‘love’ for money. has. 
always gone under: a different ‘name! The. conclusion might’ be: 


T 
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that the woman can still continue to play her role as a sort of 
angel of hearth and home: or, on the other hand, that it is 
necessary, from a moral standpoint, to review the domestic 
responsibilities of man and woman alike, albeit avoiding any 
calculation of ‘assets and.liabilities', something which intimate 
relations exclude by definition. 

Thus, the more we stray from the: market, the more this 
apparently simple issue is subject to conceptual complications. As 
long as money and free bargaining are involved, we can attempt 
to use appropriate techniques to count something that is not 
immediately apparent. Beyond this level, however, we are unable 
to relate the economic content of the more complex social rela- 
tions to money as such, nor do we have an exact idea of what is 
economic and what is not. | 

And the picture does not change if we move on to the borders 
between economy and political system. In contemporary societies, 
the state provides a whole-range-of services that are.neither bought 
nor sold on the market, some of them seen as constituting citizens' 
rights. Political decisions — which may vary with time — must 
establish whether certain services are to be bought on the market 
or provided by the administration or whether parallel administra- 
tive and market circuits are to be set up. It thus becomes evident 
— as in the previous case of exchanges in the context of complex 
cultural relations — that the hidden economy stands head-on to a 
normal economy which is defined as such on the basis of accepted 
rules and the borderlines of which are variable. . * 

Having set out to quantify part of the hidden economy, we are 
now. confronted by serious theoretical problems. The non- 
recorded, or hidden, economy becomes an indefinite object. We 
realize that to be concerned with the hidden economy is to be 
concerned with a whole range of different things: illegal markets 
and moonlighting, the public economy and the domestic 
economy, the off-market in the public sector and ‘do it yourself? 
and so on. These phenomena are so vastly different one from the 
other that all we can do to hold them together conceptually is to 
label them with. a riegative term, not because of. what they are but 
of what they are not. In view of what has already been said, we 
may consider them to be types or aspects which fail to correspond 
to a certain form of economy perceived by us to be normal. This 
form will, in turn, identify itself in real processes or the way in 
which we define such processes. 
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Throughout the long historical cycle which has seen the deve- 
lopment of large-scale industrial systems, the economy has always 
tended:to assume the specific form we attribute to it. This is due 
to three main factors: ^ 

(a) its differentiation from the rest of society. — a specialized, 
‘essentially market-regulated system of action has been formed 
whereby production and consumer decisions are made in accor- 
dance with the prices fixed by formally free bargaining: 

(b) the development of specific organizations geared towards 
profit and based on.a rational: division of labour-enterprises: 

‘. (c) the way in which complex sets of laws create links between 
the economy and the rest of the system. The term ‘formal 
economy’ may be used to define the production processes and 
exchanges of goods and services regulated by the market and 
typically performed. by profit-oriented. commercial enterprises 
acting in compliance with trading, tax and labour laws. 'Informal 
economy'. may thus refer to all those production and exchange 
processes which, in some way, fail to comply with the distinctive 
features described above. 

Although we have now made some headway, we will soon find 
ourselves confronted once more by the very obstacles we have 
been trying to get round. Our calculation problems bégan just as 
we were starting to realize that actually the economy is not com- 
pletely differentiated from other systems of action. More 
precisely, the market is a mechanism which regulates production 
and exchange but is less exclusive than may be imagined. Hence, 
for example, the domestic production of goods and services for 
self-corisumption — which varies from state to state, from coun- 
‘try to town — has always been high. This also means that the 
regulating mechanism: of reciprocity has been at work. The 
economic content of the rules of exchange, in this case, is not 
made explicit and classified as such but is part of more complex 
cultural contexts. On the other hand, state intervention in the 
economy has not, as already observed, been confined merely to 
a handful of basic laws nor to the simple bolstering up of the free 
market: .it has instead explicitly modified the constitution and 
working of the market itself. In the final analysis, it has also 
highlighted the regulating mechanism of political exchange based 
on agreements designed to give advantages to certain categories 
and create political loyalties. 
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Let us now take stock of the situation. First of all, it seems clear 
that we must leave aside calculation problems for the moment. 
Although it is already possible to make the calculations that are 
conceptually the simplest (on tax evasion, for instance), others: 
which presuppose conceptual definition of the relevant fields will 
have to be put off until later: they are bound to entail more 
_ indeterminate conceptual options which, in some cases, will rule- 
them out altogether. In the meantime, our discussion of the infor- 
mal economy has shifted attention from problems of calculation 
to interesting théoretical problems, ‘the overall significance of 
which, however, we are still unable to grasp. Indeed we still have 
not answered the question: what sense is there in attempting to 
discuss such a diverse phenomenon in a unitary fashion? And 
how can we frame the conclusion we have just reached; namely, 
that the kernel of the question is the relationship between formal 
and informal? i ; 

Let us try to ask another question. Why is discussion arising at 
the present moment? This is a way of finding the -theoretical 
significance. of our research work, starting from its historical 
significance. Let us then return to the historical process- of 
formalization. Can we be more specific about it? i 

If we leave aside national differences for the moment and 
consider only the main trend, we can say that, on the whole, mass 
production organized into big enterprises has been a typical 
feature of the economy over the last century. The combination of 
‘mechanized production processes and a generally unskilled labour 
force have meant increased productivity and larger overall 
production volumes. In order to achieve this, not only rigid, 
concentrated investments in plant but also consistent expanding 
market demand were required. Thus, while the organizational 
regulation of production processes tended .to increase on-.a 
microeconomic level, political intervention created the develop- 
ment of stabilizing procedures on a macroeconomic level. A 
system such as this may count full employment and social equity 
among its aims: indeed it is completed by policies designed to 
control the economy through public expenditure which, in ‘turn, 
` aims to develop the welfare state. This arrangement allows the 
market to gain new ground with the increased supply of standar- 
dized goods, traditional forms of labour tend to be replaced by : 
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formal production activities, urbanization breaks down the fabric 
of community and family relations and so on. Most of. the goods 
and services consumed are produced by enterprises buying and 
selling on. goods and labour markets in DIDA with formal 
legal regulations. 

Nonetheless, while this arrangement imposes a strong différen- 
tiation between the economy and family and community struc- 
tures and relations, at the same time, it deeply involves the’ 
economy itself in political and organizational relations. So, when 
speaking of this arrangement, we might once more bring up the 
question of the borderlines of the economy and the interplay of 
formal'and informal. The problem we are dealing with, however, 
arose in the 1970s,:at a time when large-scale economies were 
experiencing a critical situation: that is, after thirty years of 
development they were tending to show signs of stagnation, infla- 
tion and unemployment. This is when questions were asked about 
the invisible economy and its growth was charted. Studies showed 
how it, was often linked to aspects of, or reactions to, the crises 
undergone by previous systems based on mass production and 
Keynesian regulation. Due to. the .indeterminateness of the 
concepts involved, it is impossible. to say whether informal 
processes increased during this phase. One thing may be inferred 
from the data available, however: during this period of deadlock, 
and in the course of attempts to emerge from it, the borderlines 
of the formal economy were altered and the interplay of formal 
and informal. changed to a large extent. This conspicuous process 
had an undoubted influence on the development of research in 
this area we are concérned with, tending to unify a very broad set 
of phenomena (probably excessively judging by the misunder- 
standings that have arisen). It should not be taken for granted 
that all types of informal economy stem from the same ultimate 
cause nor that they are all new to'us. The conclusion we arrive 
at, therefore, is that, often for diverse reasons, the current 
economic situation has, in many cases, created the conditions for 
non-normal economic behaviour.— that is, the informal economy 
we have been speaking: about. 

In some cases, the difficulties enterprises have had to deal with 
when confronted by greater constraints on the use of resources and 
labour and by more diversified, unstable markets, have given rise 
to types of behaviour which, in turn, have developed the informal 

- economy directly. An example might be the decentralization of 
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production, an issue we shall return to later. But in general the ` 
development of ‘small enterprises (which initially, in’ particular, 
bears with it whole chunks of the informal, economy). is not 
generated directly by the crisis in big industry. The. state, in: turn, 
. finding it harder and harder to control and hierarchize expen- 
diture and to make the latter compatible with the process of 
. accumulation, has often resorted to deregulation.- It cannot 
necessarily. be said that this has caused the informal economy to 
_ increase but it has changèd the.interplay of. formal and informal. 
In. many. cases, the informal economic strategies adopted by 
individuals and families are clearly: a means of adapting to 
“worsening conditions: a second job to make ends meet, for exam- 
ple. In others, however, modifications of the general situation 
‘have brought about the emergence and growth of patterns of 
production and consumption based on criteria other than mere 
market purchase: nor.can we consider this an effect of. the general 
condition. The growth of voluntary work in certain services, such 
as the health service, is. not simply a consequence of the fiscal 
crisis in the. welfare state: it also reflects cultural changes that are 

part of a more general trend involving transformations in the way 
in which interpersonal relations, life styles, consumption, work, 
.and'so on are seen. If a technician refuses standardized factory 
labour and opens.a small business of his own, perhaps evading 
taxes and irregularly employing workers who also refuse work in 
the factory, are we to consider this an effect of the crisis in big 
industry?- If so, it is ‘in a more complicated sense than we hage 
encountered up to now. f 

Although the picture is clearly muddled, we can see, in codici: 
sion, why research into the informal economy, albeit problematic, 
has had such a great power of aggregation. It has provided us 
` with crucial insights. into the development of ideas.about adapta- 
tion and social change over. the last few years. It is also an over- 
charged, unstable area of- research.. Its. interest is also its 
weakness. The best results concern precise aspects of the interplay 
of formal and informal. A general theory based on.a residual 
category would, however, appear to be unthinkable: in this way 
we would run the risk of confining to à unified .pattern of inter- 
pretation: phenomena that are probably symptoms. of large-scale 
diversification of the principles of social structure. We shall be 
.returning to this point at the end: of the chapter. | 
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Different Lines of Research: Some Examples | 
As national, economies differ in structure and performance, so 
different types of informal economy emerge in varying propor- 
tions. .The differences increase if, besides large-scale economies, 
we also consider underdeveloped economies, and they increase 
just the same in both capitalist and socialist industrial countries. 
‘Different nations face. problems in different ways and the prob- 
lems themselves tend to depend upon the economic phenomena 
emerging. In "wealthy nations such.as Germany, Canada and 
France; researchers are frequently faced with the attempts of 
individuals or groups to reclaim their-participation and personal 
autonomy from the intrusiveness of the state and the market. In 
countries most affected by the ‘economic’ crisis — Britain, for 
instance — the adaptive strategies adopted by families come into 
view. In countries in which there are many small enterprises, such 
as Spain and Italy; priority is given to.the relationship between 
informal and formal production. Of course these differences are 
relative and, indeed, research carried out in the United States, for 
example, deals with phenomena that are familiar in Europe too. 
Nonetheless, national differences do help to increase the disper- 
sion of interest and angle in research work. Studies conducted in 
underdeveloped countries, may indeed resemble those.made in 
developed countries in issues and methods. They often differ, 
however: often it is necessary. to consider the aspects of the 
interplay of formal and-informal peculiar to Back ward or depen- 
dent economies. oooi 

. Here we receive substantial confirmation; of the difficulty that 
exists in imagining a theory of the informal economy. It is 


certainly preferable to study the informal aspects of specific. . 


processes and economic structures. In these circumstances it 
would be useless to present a long — and not necessarily organic 
— catalogue of research work. Instead, I shall first present 
patterns in which the informal economy is defined and typologies ` 
constructed: the two presented here are among the: most useful 
currently available. While failing to' constitute the basis for a 
theory. of informal economy (as- we have seen, this would be: 
impossible) they are, nonetheless, useful devices for the orderly 
construction of those problem areas of economic research that 
contemplate significant informal aspects. A concrete example of 
- this type of problem area will then be given... : 
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FIGURE 1 
Typology of formal and informal economic activities 





The first pattern is the brainchild of I. Sachs (Sachs, 1981). Its 
aim is to establish ‘a sort of typology of situations that go 
together to create the field of investigation of the hidden economy 
and which should facilitate comparative study’. The term *hidden 
economy’ refers to everything the national accounting system fails 
to register either for conceptual reasons or because the relevant 
data are' concealed. It covers, on the one hand, phenomena of 
off-market production (the domestic economy, for example) and, 
on the other, parallel markets (legal and illegal alike). The cross- 
tabulation pattern shown in Figure 1 illustrates the extent of rela- 
tionships between market/off-market and labour-goods/services. 

Line 1 refers to the domestic economy: here labour is not 
registered and the goods and services produced. are consumed 
within the family environment. 

Line 2 is the private and public market economy. It may 
include the co-operative sector, although the latter also contains 
components of 4 and 6. 

Line 3 is the sector of direct state intervention, including both 

.its traditional functions and modern forms of welfare. It may 
generally be regarded as ‘off-market’ in the public sector. 

Line 4 refers to small autonomous producers and the economy 
of farming families, including elements of 7. 

Line 5 refers to parallel markets and most moonlighting as 
such. Type of parallel market and the boundary between official 
and parallel: markets may entail wide empirical variability 
according to their institutional and legal context. : 

Line 6 represents the communal ‘economy: charity work, 
exchanges at a grassroots level, and so on.’ 
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Line 7 defines the domestic economy ‘colonized’ by market 
economy supply (do-it-yourself) and its simple appendix. If 
domestic consumer goods are taken into account — electrical 
appliances, cars and so on — the economy shown by line 1 would 
today tend to include elements of line 7. 

In practice, the pattern displays traces of all the main 
components of the informal economy question. Since it is essen- 
tially descriptive, it gives no idea of the links between. the various 
types. The second pattern I shall present is less analytic but does 
cover the relationships existing between different types. It has 
been designed and revised on various occasions by J.I. Gershuny 
and R.E. Pahl (Gershuny and Pahl, 1980). The term 'informal 
economy’ is used to include three areas of phenomena: 

(1) household economy: production, not for sales purposes, by 
members of a family largely for the family itself; 

(2) underground; hidden or black economy: production —. 
wholly or partly for sale or barter:— liable to declaration for tax 
or control purposes which is; instead, wholly or partly .hidden; 

- (3) communal economy: production by an individual or group 
— not for sale or barter — of a product which might be procured 
in a different manner and of which the producers, are not the 
main consumers. 

` Although economies such as these have always aid, the rela- 
tionship between them varies: formal and informal economies 
develop at different speeds and “there are grounds for. believing 
that the informal economy will grow at the expense of the formal’ 
(Gershuny and Pahl, 1980: 7). The argument goes as follows: over 
the last 150 to 200 years increase in production has been associated 
with technological development and large-scale organization. 
Today this trend is coming to an end. New technology makes 
production.cheaper, more efficient, and even more profitable 
when organized on a small scale: legal-institutional changes (such 
as social insurance, labour laws and taxation) encourage the trend 
which the production of services, in turn, appears to follow. Other 
conditions (for example labour costs) being equal, the cost of 
services is rising faster than the cost of industry-thanks to the low 
growth of productivity: consequently, informal production: 
procedures are once more likely to intervene. i 

As a result, transfer processes are created between the formal 
and informal economies. They may be shown,in a three- 
dimensional pattern in which hidden economy, on the one hand, 
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FIGURE 2 . 
Transfer processes between the formal and informal economies 


domestic and ` 
, communal economy : 


hidden economy 





and domestic and communal economy, on the other, are separated 
under ‘informal economy’ (see Figure 2). Six directions of flow are 
possible between the three sectors, each being determined by the 
technical and social conditions behind the production of particular 
goods and services at any given moment. A few examples: washing 
is first taken to laundries (line 1), but later the diffusion of electric 
washing machines restores the production of this service back to 
the family (line 2). The availability of sophisticated devices for the 
production of goods and services on a small scale means it is possi- 
ble to restore.a whole series of activities to the context of the 
domestic economy or else perform them as communal economy, 
either to save or to earn money (the passage is from formal 
economy to hidden economy here) or to achieve the job satisfac- 
tion that formalized activities no longer provide. The increased 
cost of labour and the legal protection of labour itself (line 3) shift 
from the formal to the hidden economy. If unemployment 
increases, however, the cost of labour:in the hidden economy may ' 
decrease and part of domestic and communal ‘production might 
shift to the hidden economy too (line 6). The central thesis claims 
that, whereas, over the last two centuries, the trend shown by lines 
land 4 has prevailed, the most significant transformations in the ` 
future may be in the direction of lines 2 and 3. 
The pattern described is useful mainly because it raises a series' 
. of questions about why transfers take place between one activity 
and another. The main issue at-stake, however, is the relationship 
between certain types and processes of formal economy and 
certain types and processes of informal economy in that they are 
interlinked in a particular, stable relationship structure. In other 
words, it is not only a question of seeing whetlier an activity is 
transferred from the formal to the informal. We must also ` 
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establish how certain formal and informal activities are 
interlinked and interwoven. : 

. It is impossible to study these problems in terms of.a general 
theory of informal economy. They must be interpreted through: 
the study of particular problem areas of specific aspects of the 
economy. Let us look at a typical case in this perspective, an 
example of: how informal factors may be an organic part of 
analysis of economic structures: namely, small industry-based | 
regional development in Italy (for'a relevant bibliography, see 
Bagnasco, 1986). In terms of Sachs’s pattern, the structure of the 
relations that will be created will have an essential effect on the 
processes described by lines 2 and 5 (market economy and parallel 
markets), although practically all.the other processes will be 
specifically related to these too. In terms of Gershuny and Pahl’s 
pattern, all three terms (formal, hidden and domestic economies) 
will be considered. But rather than perceiving passages from one 
type to the next, it will be important to pinpoint the stable rela- 
tions between types or the tendency to change of these relation- 
ship patterns. 

The research into the.small enterprise we are concerned with 
here started as an analysis of the decentralization of production, : 
from the big factory to small units. The problem tended to be 
defined, at the start of the 1970s, in terms of the following 
pattern: the cost of labour and its rigid use grew as.a result of. 
the new relationships arising between capital and labour. The 
reactive strategy of big industry did not at first envisage great 
changes in products or technologies. The aim was to get round ` 
the new constraints and to recover low labour costs and elasticity 
in the:use of labour. by exploiting the lack of trade union 
representation in small production units. The interpretation was 
simple but, at that time, extremely effective. The informal 
economy was closely linked to a certain interpretation of the. 
structure of the formal. economy: in that it was the fruit of in-. 
fringement of labour laws. On a conceptual plane, however, there 
was a clear paradox: that is, the economy regained its typical 
regulating mechanism — the market — by hiding itself and by - 
evading legal connecting links. What does this. mean? Simply that 
the social process had enervated the economy within organiza- 
tional.and political relationships involved to such a degree that 
the latter's tendency to be structurally differentiated from the rest 
of society — a central trend in the old normal economy — was 
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_ the fruit of illegality. And this was a symptom of the tensions and 
instability of the system, one of the first traces of the general 
changes that currently challenge any well-defined idea of formal 
economy. It is thus possible to have an initial concrete perception 
of the crisis which Fordism and Keynesianism have suffered in 
Italy. 

Increased sensitivity to the problems of the small enterprise 
shifts our attention to a different phenomenon, but one that is 
often confused at first with the previous one: that is, the wide- 
ranging economic development of Italy's north-east and central 
.regions based on sectors normally regarded as traditional. The 
most. interesting. aspect of this new form of development 
(something which was totally unexpected and perceived only when 
it was too evident to be ignored any longer) was its continuity 
with old economies: and, more generally, localized social and 
cultural formations which became resources for a special type of 
development. The growth in demand for non-standardized 
consumer goods caused a reappraisal of the advantages of the 
small enterprise's elasticity, an advantage which was exploited by 
breaking through the boundaries of the formal all across the 
board. Tax evasion and infringement of labour laws ensued: most 
of all, the free products and labour markets were combined with 
production and consumer processes that were deeply rooted in 
family and community relations and: based on flexible forms of 
l organization. - É 

As research shows, market mobilization gave rise to an 
economy regulated by the market itself and by a.combination 
between market and mechanisms of reciprocity. In ‘the 
background were the farming families.that were already a market- 
oriented production unit and the old local communities tliat had 
become areas of skilled industrial production. And, in the mean 
time, the commercial and craft centres of the old Italian cities 
activated the process. It is important. here to emphasize.how this 
economy not only had the capacity to grow quantitatively: ‘it was 
also able to modernize its own structure at a moment when the 
relationship between informal and formal was undergoing impor- 
tant transformations. The unexpected consequences of new 
technologies played a leading part in all this. It soon became clear 
that they could be applied in small plants too and that the old 
equation between technological modernization and big plant was 
erased. Technological innovation, higher wages, the increased 
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complexity of local systems, bigger capital investment, changes in 
the cultural fabric, class differentiation and other factors have 
created a situation in which the market is related less to 
reciprocity and more to organization and political exchange. 
Family structures still counterbalance wages and community 
codes still facilitate relations between entrepreneurs. But, on the 
other hand, trade union organization has increased in importance 
with its demands for political mediation, and forms of ‘appro- 
priate organization’ (long-term contracts, consortia and so on) 
now stabilize the systems of small enterprises which had become 
too complicated to be regulated by an unstable market alone. 
These are but two of the examples that might be chosen to show 
the important changes: that the diffuse economy system has 
undergone. We have followed this evolution for long enough to 
be able to affirm that it is now directed towards normalization 
and modernization without taking in the big organization. As was 
already the case for the development of the big Ford-style enter- 
prise, diffuse economic development sets. organizational regula- 
tion and political exchange side by side with the marker, but the 
types and combinations of these mechanisms are new and 
unusual. Here it is likely that the hidden part. has AA 
diminished in relation to the visible. 

The model of the institutional structure of the economy 
summarily presented here is the synthesis of a. number of pieces 
of research on the informal aspects of economic institutions. It is 
one example among many of work in which a research interest in 
the informal aspects of the economy stands.out and is- hence 
maintained, albeit without a general theory of informal economy. 
An important conclusion emerges from all this research and 
offers food for thought on the meaning of the informal in society 
today.. Observation of the development of the small enterprise 
shows that -important de-differentiation and deregulation 
processes are currently on course. Whereas a small'entrepreneur 
performs a: wide range of activities, managers in big companies 
have more specialized roles: or, in the case of families, individual 
roles are less differentiated from the nuclear family model where 
the man procures the means of subsistence and the woman takes 
care of house and children. We have also seen the trend to 
deregulate economic activities and the move towards different 
regulation based on economic context: for example, special 
regulation of the part-time work of women. "n 
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In view of all this, it would appear that the formal economy is 
being challenged across the board: the very principles used earlier: 
to define normalization are the ones that are most affected. There 
are, therefore, a whole series of reasons why we should seriously 
begin to reflect on the meaning of all this in relation to our way 
of understanding economic and social development. What are the 
consequences we can draw on a theoretical plane? 


From Calculation Problems to Development Theory 
Problems . 


I shall now discuss development in a very general sense with 
regard to. the continuing transformation that characterizes 
contemporary societies. Economic development, social moder- 
nization and ‘political modernization are all the same process but 
seen from different angles. Yet these are the terms in question: in. 
other words,. our theories of development. The processes of de- 
differentiation and deregulation mentioned earlier seem to 
indicate a decisive change of direction. From a sociological point 
of. view, they are indeed a change of direction in the process ‘of 
.modernization. Or is it just that our concepts make us see things. 
in this way?:Is society, so to speak, actually going backwards, or 
do. our concepts, and the way we use them, just give this impres- 
sion? And if society is not ‘going backwards’, what concepts and 
theories do we need to understand the new directions of develop- 
ment? The aim here will be to show that a by no means secondary 
effect of research on the informal economy has been the trend ' 
towards a critical reframing of these theoretical problems. If the 
dichotomy between traditional and modern: has any use at all it 
‘is simply as a conceptual aid in understanding concrete 
variability. - 

The essential nucleus of the concept of iadenivation includes 
thrée types of change: the passage from the predominance of 
prescriptive action to the diffusion of elective action, the institu- 
tionalization of change, and the process of institutional differen- 
tiation and specialization. This conceptual nucleus is used to 
identify the features peculiar to the society in which we live in 
comparison with the societies that have preceded it, although, of 
course, these characteristics may also have been partly present in 
the past too. The polar concept suggests that evolution in this 
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direction has been intense and rapid in our era. Elective action is, 
for example, the occupying of a professional position by choice, 
or enjoying one kind of life style rather than another, or freely 
choosing a husband or wife..Of course this does not mean that 
such action is not influenced, above all, by structures of. social 
control and inequality. Indeed, we may observe that prescriptive 
values persist on a normative plane but, in elective action, 
prescription is the very fact of having to make a choice since 
individual freedom is a socially sanctioned value. In the same 
way, change is also accepted as a social phenomenon in that it is 
envisaged and legitimate. New patterns of behaviour or 
preference can never be excluded as a matter of principle but only 
for the sake of argument: is it also possible, in principle, to ques- 
tion the forms of control that block change and take the measures 
that are consequently necessary. A decisive expression of the 
institutionalization of change is the very process of differentiation 
and specialization we have seen at work in the economy. : 

If we reduce the question to these essential terms, we may ask: 
whether, in the economy, the development 'of the informal 
challenges this nucleus of the concept of modernization. Does it 
have: a heuristic role in society today? Let us try to answer 
analytically, point by point. First of all, informal behaviour, in 
all its various forms, does not generally seem to affect the prin- 
ciple of elective action. Hidden markets may be entered out of: 
necessity, but in any case strategically. Even more evident still is 
the case in which the supply of one's skills on the market depends 
on the need for self-reälization which is denied in the formal 
economy. Informal, non-market activities, such as voluntary 
social work, are also the fruit of individual choices of commit- 
ment geared towards normative models. which the formal 
economy is unable to achieve. When people, especially young 
people, do work in a religious context, this is.the result of free 
personal choice rather than of rigid normative prescription. In 
many cases at least, even the tendency towards deregulation may 
be seen as the individual's regaining of room for choice that had 
‘been reduced excessively in relation to changing economic and 
cultural conditions.' i 

As to the institutionalization of change, the informal economy 
does not seem merely to reintroduce previous forms even when it 
relates to traditional structures and relations. Combinations of 

- formal and informal — or the parallel trends of formal and 
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informal — may only be justified on markets if they can fight off 
competition in changing situations. In practice, thanks to the 
forms they assume and the resources they exploit, these combina- 
tions are, nonetheless, innovations in traditional economic struc- 
tures, The move away from standardized normative patterns, or 
even from positive law, does not generally prejudice cultural. 
acceptance of such forms of behaviour in relatively large 
communities of individuals who are perceived as normal. In this 
sense, the structures of the informal economy often appear to 
constitute a íransition towards non-hidden and fully institu- 
tionalized forms: the case of part-time work, for example, is 
paradigmatic here. And of course, even in informal market 
behaviour many perceive signs of the affirmation of the self- 
determination of labour, something surrounded by ambiguity but 
which seems to be a part of profound processes of cultural 
change. The informal economy is probably a field in which 
different normative principles conflict but which does not seem to, 
involve the blocking of social change. If anying; the opposite 
would appear to be true. 

The question of differentiation and- MÀ is more- 
difficult. Processes of de-differentiation and despecialization are 
evident in the informal economy, as we have already seen. But 
these trends should be assessed together with other factors. The 
first is the fact there here once more we might imagine that the 
informal, in many cases, represents a transitional phase towards 
more formalized systems. For example, research into diffuse 
industrialization shows that the worker-peasant or the working- 
class family with members,in farming has become the exception, 
whereas ten years ago, at the start of this type of industrializa- 
tion, such families were probably more common. The fact 
remains.that small enterprise production generally entails more 
unspecific functions and is more linked. to traditional relations. 
We may also observe that non-standardized economic activities 
had the same characteristics in the.past too, and that the devélop- , 
ment of production with the aid of the informal economy .has 
been more.a process of differentiation-specialization than of de- 
differentiation of the previous situation. The pullovers we wear 
today are mostly manufactured in small enterprises — the latter 
sometimes resorting to work at home — but our parents used to 
wear pullovers made at home by our grandmothers:'this does not 
mean, however, that in the informal economy we are not 
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generally confronted by rather unspecific structures. 

And so we come to the most important factor: that different 
degrees of informal are to be found in different types of produc- 
tion of goods and services. For example, the chemical and nuclear 
industries currently maintain highly specialized and specific struc- 
tures. Fashion, leather goods, quality furnishings, certain 
foodstuffs and so on are, on the other hand, more tied to tradi- 
tional procedures and’ have structures that are much less specific. 
This means that different types of production are organized and 
institutionalized in different manners. In other words, faced with 
changing conditions — the state of technology, demand, the 
evolution of life styles and so on — it is the production system 
itself which becomes more differentiated and specialized. At a 
certain point it may no longer be related to a single organizational ` 
and institutional model and this sometimes means that it main- 
tains a certain degree of non-differentiation within single sectors. 

The following conclusions may be drawn. On a very abstract 
level, the informal economy in itself would not seem to threaten 
the process of modernization as it is defined by the relevant 
concept. But it does cast doubts on the idea of a continuous, 
unlimited process of, so to speak, progressive 'purification' of the 
social structure to achieve a perfect, ideal-typical, and hence 
unique, modernity. The concept of modernization clearly appears 
useful as a grand historical dividing line beyond which society 
may continue to achieve changes which are, however, difficult to 
organize in terms of the simple concept of modernization pre- 
cisely because the concept itself is not specific enough. Concepts 
should be made more positive: they must be able to embrace the 
complex combinations of old and new (it must also be remem- 
bered that today's new is tomorrow's old), between specific and 
diffuse, and between differentiated and non-differentiated. The 
existence of the informal economy is awkward for theory but it 
is a strong reminder of how the economy is rooted in society and 
in politics. Looking back, it makes us realize that there has never : 
been complete differentiation, and, looking forward, that we 
must not expect any. 

It is perhaps a paradox that studies of the informal economy 
are never a self-sufficient theoretical field even though they are 
highly capable of revealing trends of social change. Indeed 
research into the informal economy shows that discussion of the 

. theory of development has actually been resumed. 
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INTERNATIONAL LABOUR MIGRATION 
` AND CLASS RELATIONS 


Ayse Oncii 


Nearly all reviews of the international labour migration field 
share one point in common. They begin by underlining the 
phenomenal growth of a voluminous literature, highly uneven in 
theoretical and methodological sophistication, fragmented along 
disciplinary lines, patchy in results, diverse in topical concerns 
and often contradictory in political premisses and interpretations. 
Indeed, the field has emerged as a veritable growth industry-in 
social science research, its broader contours shaped by the chang- 
ing political itineraries and policy priorities of national govern- 
ments and international agencies. 

One advantage of attempting yet another review in sich afar- 
flung field is that it relieves the author of the obligation to 
provide exhaustive coverage. The present review is thus a highly 
selective one, aiming to identify some of the salient theoretical 
issues that have become crystallized -in the 1980s and empirical 
research relevant to them. Or perhaps more accurately, salient 
issues as seen through the filtering lens of a social scientist located 

‘in a .major labour-exporting country, Turkey. For while 

- references to the Turkish migration research figure only tangen- 
tially in the following pages, the case informs much of what are 
selected as important and challenging new developments in the 
field. The present chapter thus represents a search: for new 
conceptual openings:in the international comparative literature, 
by an author well familiar with the existing DoHtisties ke of a 
country-specific body of research and writing. : 

To provide an outline of what follows, I will first briefly touch 
upon the two major contending conceptual frameworks ‘in 
contemporary international labour migration ‘research: the 
behaviourist (equilibrium) tradition and the historical-structural 
(conflict) school: To the extent that these alternative perspectives 

- represent broader currents of dominant social and economic 
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thought, the issue is an old one and to my mind a moot contro- 
versy. The lines of dispute are well marked, differences solidified 
into adherents of alternative camps. Thus beyond outlining the 
contrasting paradigms of global inequality these schools are 
embedded in, I will make no attempt to review'the variants of the 
classical tradition. Instead, I will address myself to a series of 
theoretical issues which have moved to the foreground within the 
structuralist paradigm. 

The intellectual frontiers of the international labour migration 
field over the past two decades have been the attempts to link 
labour flows: to the historical-structural processes of the world 
economy. What began in the early 1970s as a critical reaction to 
classical, behaviourist models progressively gave way to analyses 
based on the premisses of an international political economy and 
a global system of inequalities. Thus throughout the 1970s, ques- 
tions of labour migration across national boundaries were framed 
within the context of structurally uneven patterns of accumulation 
on a world scale. The emphasis was on the development of a 
macroanalytical framework within which interlinkages between 
labour migration and reproduction .of asymmetrical growth 
patterns between the core and periphery of a global system could 
be interpreted. 

The challenge of the 1980s has been to step beyond such elegant 
and sometimes formalistic global analyses, toward formulations 
which, take into account and try to explain variations between 
advanced industrial economies of the core in their recourse to 
foreign labour as well as alternative patterns of accommodation 
of immigrants. Hence the salient trend of the 1980s has been 
away from a blanket approach to labour importing (core) and 
labour exporting (peripheral) societies, to more delimited attempts 
to try to account for systematic variations. On the forefront of 
the research agenda have been issues related to the heterogeneity 
of labour-importing economies, differences in the social, 
economic and political contours of their labour markets. In the 
second section, I will focus on a series of concepts — such as 
labour market segmentation, immigrant enclaves, modes of incor- 
poration of.foreign labour — which: have gained increasing 
currency in the 1980s and represent attempts to come to. grips 
with changes in the internal structure of labour markets in 
advanced industrial economies and the role of immigrant labour 
within them. | 
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The variable impact and implications of labour exports on 
peripheral societies has remained a largely unexplored -topic, 
despite an abundance of empirical material on individual coun- 
tries. Very broad formulations which emphasize the asymmetrical 
gains to the core and periphery in the international migration 
process, while useful, lose sight of the enormous variation 
between the so-called peripheral societies. In the absence of 

' conceptual handles which serve to disaggregate the ‘periphery’, 
enabling us to delineate major theoretical axes of comparison 
‘between labour-exporting societies, the available empirical ' 
material goes begging for interpretation. This issue will be taken 
up towards the end of the present chapter, with a view to charting 
impending avenues of future exploration. 


The Two Contending Traditions in Migration Theory 


Many of the current theoretical and methodological issues in the 
field of international labour migration can be traced back to the 
perennial debate between two contending currents of social and 
economic -thought: equilibrium (behaviourist) and historical- 
structural (conflict). schools (Wood, 1982; Bach and Schraml, 
1982; Papademetriou, 1983b). ] 
Variants of equilibrium models include the cost-benefit analyses 
and human capital models in neoclassical economics as well as 
‘push-pull’ analyses in sociology. In both, migration is treated as 
a voluntary and rational calculus by individuals seeking to 
enhance their economic position. Migration flows are the 
cumulative result of such individual decisions based on the 
evaluation of the benefits to be gained and the costs entailed in 
moving. The.direction and magnitude of the aggregate process of 
labour mobility. is determined by the imbalances in the spatial 
distribution of land, labour, capital and natural resources. By 
redistributing human capital, labour migration restores the 
balance (equilibrium) between unequally distributed resources 
across space and hence serves development by correcting rural- 
urban, interregional and by extension, international differences in 
the geographic location of factors of production (Lewis, 1959; 
Sjaastad, 1962; Spengler and Myers, 1977). Since workers seek 
out those employment opportunities which give them the greatest 
; return, their prospects for long-term economic and occupational 
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advancement are also enhanced. In sum, sending regions and 
countries, receiving regions and countries, as well as the did 
themselves, benefit in the long term. : 

. This: putative harmony of interests implicit in variants of 
human capital models in neoclassical economics finds its counter- 
part in the push-pull analysis of sociologists (Lee, 1966; Jackson, 
1969; Jansen, 1970; Mangalam and Schwartzweller, 1970). Given 
the . presupposition that societies are fundamentally self- 
equilibrating and that migration is instrumental in achieving an 
optimal distribution of population and-other resources, the key 
issues centre on the questions of selectivity (differences in the 
social and psychological attributes of migrants and non-migrants) 
at the sending end and adaptation and/or assimilation at the 
point of destination. 

Global patterns of labour movements are viewed, from within 
this perspective, in terms of the balance sheet of advantages and 
disadvantages for individual. countries. In the case of labour 
exporting, less developed countries, such advantages and disad- 
vantages are formulated with reference to basic conditions and 
strategic factors for economic development. Benefits or gains 
include the hard currency remitted by migrant workers, which 
relieves balance of payments difficulties and enables imports of 
raw materials, capital goods and technology needed for develop- 
ment. On their return, migrants serve as agents of change by 
applying their newly developed skills and ideas acquired abroad 
to establish enterprises conducive to growth. These advantages 
offset possible losses in skilled and educated manpower, hence the 
balance sheet appears, on the whole, positive (Paine, 1974; 
Todaro, 1976). In stimulating savings and investments in the 
country of origin, labour. emigration enhances the potential for 
self-generating growth. What is required is the will and the ability 
to. utilize this potential, i.e. the right, governmental policies. 

This essentially optimistic vision, reminiscent of the moderniza- 
tion theories of the 1960s with their promise of self-sustained 
growth, remained virtually unchallenged during the period of 
active labour recruitment in Western Europe. It is only in the 
latter half-of the 1970s that more sober assessments, emphasizing 
unintended and unanticipated consequences for labour-importing 
and exporting countries begin to appear in the literature. And the 
overall tenor of the 1980s in the aftermath of economic crisis and 
closing doors is definitely gloomy (Miller Mark, 1981; Rogers, . 
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1985;. Miller Mark, 1986). But the potential contribution of 
labour emigration for exporting countries is rarely questioned in 
this context; the emphasis is on lost opportunities, analysed and 
interpreted in terms of misguided government policy and paucity 
of planning. (e.g. Adler, 1981). Even in its most perceptive and 
sophisticated versions, various strands of the equilibrium tradi- 
tion are concerned with the question of what went wrong, without 
probing the central premisses of the model itself. The methodo- 
logical orthodoxy and empirical emphasis of the approach also 
contribute, since operational definitions and proxy indicators of 
conceptual variables at various levels of analysis can be associated 
with one another through statistical techniques, without contra- 
dicting the underlying assumptions of the model itself. : 

Clearly, equilibrium models of labour migration are rooted in a 
set of theoretical and methodological premisses that define a : 
broader tradition in social science research. It is important to 
recognize the appeal of this tradition with its voluntaristic, 
ameliorative assumptions and sophisticated methodological tools; 
since it continues to define the current profile of international 
labour migration literature. But the intellectual frontiers of the 
field in the past decade reside elsewhere, in the attempts to link . 
migration flows to the historical-structural prose oF the world 
economy. : : zn 

The historical- T approach shifts the focus of analysis in 
migration from the individual to the level of regional, national.and 
international politico-economic forces. At issue is not the assump- 
tion that individuals behave rationally, seeking to maximize their 
economic advantages through migration. Nor is the problem one of 
constraints on individual rationality such as social information 
networks,. family bonds, attitudinal propensities and so on, all of. 
which are extensively elaborated and often quantified in the behav- 
iourist tradition:(see review by Kubat and Hoffman-Nowotny, 
1982). Rather, the point is that analysis of migratory movements 
cannot be reduced to the sum total of such individual decisions and 
constraints thereupon. Hence the emphasis is upon .the broader 
historical-structural forces which define the preconditions and 
directionality of labour flows, rather than the micro-context of 
individual decision making. Labour migration is treated, not as a 
discrete phenomenon to be subjected to separate analysis, but as an 
integral component of the evolution of disparities between sectors, 

- regions and national units at the global level: 
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Within the structuralist paradigm, both the causes and effects 
of labour movements are sought in the deepening process of 
combined and uneven development of regions and nations 
(Castells, 1975; Portes, 1978a; Petras, 1980a, 1981; Zolberg, 
1981; Sassen-Koob, 1980, 1981; Portes and Walton, 1981; 
Walton, 1985). The concept of uneven development implies that 
inequalities or gaps between sectors, regions or countries derives 
not from disparities in the distribution of resources or factor 
endowments, but from 'the logic of capitalist accumulation and 
the division of labour it commands according to the imperatives 
of the rate of profit’ (Castells, 1975: 35). The implications of 
viewing labour migration as integral to uneven development are 
thus twofold. First, it means that the differences in levels of 
development which produce labour flows are continuously 
recreated by the same process. To put it differently, labour flows 
do not.lead to equilibrium, but reinforce existing sectoral 
imbalances and regional inequalities, widening the gap between 
sending and receiving areas. Viewed from this perspective, labour 
migration is not simply a product, a result of differences in levels 
of development, but an indispensable component of the capital 
accumulation process and hence one of the motors of uneven 
growth. It leads to the progressive subordination of the weaker 
regions to the stronger ones (Damette, 1980; Lapple and Hoog- 
straten, 1980; Lapple, 1985; Slater, 1985); it results in the 
weakening of less developed countries vis-à-vis more economically 
developed ones (Chaney, 1979; Ward, 1975; Arrighi, 1985; 
Sassen-Koob, 1987; Boyd et al., 1987; Cohen, 19872). 

Viewing labour migration as integral to: uneven development 
has a very important secondary implication as well. It means that 
labour flows represent more than a dictate of economic logic, a 
function of supply and demand in a laissez-faire market. To the 
extent that the territorial and social effects of accumulation are 
interrelated (Henderson and Castells, 1987), movements of labour 
and capital are inextricably bound to class struggles, and hence 
subject to ‘political logic’. And the role of the state as a political 
actor in shaping the economic and spatial arrangements. of 
. production, circulation and consumption comes to the foreground 
(Peek and Standing, 1982; Aymard, 1985; Slater, 1985). Not only 
do state policies of trade, protection and profit define the broad 
outlines of capital investment and production, but the state also 
regulates the conditions of labour and organizational strength of “s 
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labour organizations (Evans et al., 1985; Bergquist, 1984). 
Needless to point out, the naturé, role and autonomy of the state 
vis-à-vis class struggles is a sharply contested issue among 
proponents of the historical-structural perspective. But such 
differences in the conceptualization of the state notwithstanding, 
the historical-structuralist perspective frames the analysis of. 
labour migration in the context of state and class conflicts on the 
one hand, and processes of territorial and social accumulation on 
the other. The regional and spatial facets of uneven development 
become the key referent in the study of labour flows; its origins 
(state-class struggles) and effects (socio-spatial distribution of 
inequality) embrace multiple levels of causation, ranging from the 
global to the local. : 
Within this macroanalytical Framework” labour migration 
across national boundaries is viewed as a process generated by 
structurally uneven patterns. of accumulation on a world scale. 
The point of departure is a global, system of vertically integrated 
control'and accumulation, of production and distribution, that is, 
a world division of labour. A complexity of cross-national move- 
ments of capital, labour and commodities become ‘interlinked 
processes in the reproduction of asymmetrical, growth patterns. 
between the core and periphery of this global system; integral to. 
the evolution of. worldwide inequalities. The emphasis is thus 
upon the dynamics of change on a world scale. Analysis is 
couched at the level of global transformations, -historical and 
contemporary, generated by the cyclical rhythms, trends and 
crises of accumulation on a world scale. Historically specific, 
locally particular movements of labour are situated and inter-- 
preted in terms of their linkages to major shifts in the direction 
of capital and labour flows at the global level. Thus a wide range 
of concrete labour flows across, particular national boundaries 
become the microcosm of changes and crises, on a world scale, 
ranging from Caribbean or Mexican migration to the USA 
(Bonilla and Campos, 1982; Cockcroft, 1982) or immigration to 
Switzerland from southern Europe (Casparis, 1985) to labour 
immigration to OPEC countries (Sassen-Koob, 1981, 1982). 
The somewhat. synthetic tone of the paragraphs above arises in 
part from an effort to encompass the multiple strands of the 
historical-structural school. Within its rubric one finds not only 
studies grounded squarely on the basic tenets of Marxism- 
Leninism but also adherents of the world system perspective or 
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more broadly neo-Marxist, political economy approaches as well 
as many structural sociologists. Thus many of the studies already 
cited one after another in the time-honoured review article tradi- 
tion, often represent different conceptual and theoretical starting 
points. Any attempt to suggest certain broad generalizations 
which cover these important differences is bound to sound 
synthetic. But the diversity and complexity of various strands 
within the historical-structural paradigm is only one aspect of the 
problem. Part of the difficulty arises from the global reach of the 
approach itself. For while its macroanalytical framework has been: 
and continues to be: a potent point. of departure in critical 
assessments of the equilibrium perspective, its totalizing language 
generates its own burden. The emphasis on the general, the 
whole, the universal means that analysis takes the form of a 
logical discourse based on à series of abstract concepts often 
embedded in ideological controversies (for example interna- 
tionalization of the labour struggle; transnational circulation of 
capital; inter-state system; global restructuring; recomposition of 
capital and reindustrialization in the core; world market’ produc- 
tion in the periphery, to cite a few). Concrete labour movements 
across specific boundaries are then used to illustrate -deductive - 
arguments. As expressed by one of the leading proponents of the 
paradigm itself, ‘Facts and figures are cited more as an illustra-: 
tion of an argument than as a way to understand what is happen- 
ing.... We do not have to choose between surrendering to' 
irrelevant empiricism or dealing with social analysis in careless 
terms’ (Castells, 1982: 117). Furthermore, the emphasis on neat 
generalizations in terms of global mechanisms means that there 
emerges a large category, ‘local variations’, which do not merit 
explanatory attention on their own. While it is important to: 
understand different forms of labour migration at various stages 
of capitalist development, every occurrence of labour migration 
has its own history and its own outcomes as well as being part of 
the more general process of uneven capitalist’ development. The 
danger of relying on universal generalizations alone is that such 
concepts as incorporation into the world economy, underdevelop- 
ment of the periphery etc., can become substitutes for explana- 
tion, avoiding the need to account for what is actually happening. 
And within the historical-structural paradigm, the search for a 
global logic tends to become more prestigious than explanations 
of the particular. As Walton, another leading proponent of the 
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perspective puts it, ‘In the early enthusiasm for critical views of 
the development process, theoretical fashion shifted, perhaps, too 
far in the direction of neat mechanisms of metropolitan-satellite 
extractions or the totalizing language of a world system’ (1985: 
5. . 
Obviously, to account for the whole as well as the particular is 

no mean task. It should be clear by now that the two broad 

paradigms outlined all too briefly earlier, representing different 

streams or currents in international migration research, err in 

opposite directions. While in the macroanalytical framework of 

the historical-structural perspective the complexity and diversity 

of reality is often glossed over, the equilibrium perspective's 

sophisticated methodology and empirical emphasis lends itself to 

the multiplication of often disparate research findings which 

simply do not add up to a vision of the whole. But to suggest 

some sort of a modified position wherein the two perspectives - 
could converge; to search for a realm wherein they could meet, 

so to speak, is not meaningful. To the extent that these perspec- 

tives are embedded in different currents of dominant social and 

economic thought, and. represent contending traditions, there is, 

in effect, no golden mean. Not only because differences are 

solidified into adherents of alternative camps with their embedded 

ideologies such that to seek a meeting ground is not practical; but 

also: because it is not necessarily desirable. In the vast and diverse 

literature on international migration, where the implicit and 

explicit assumptions of the equilibrium perspective continue to 

prevail, the conflict school,. with. its critical stance, has proved 

fertile ground for germination of new concepts. And its short- 

comings, subject to debate within the paradigm itself, have 

brought.into the foreground a number of issues which continue 

to define the intellectual frontiers of international migration 

research. One such issue concerns the role of immigrant labour in 

the labour markets of advanced industrial societies, that is, 

attempts to come to grips with the empirically frustrating, 

heuristically appealing concept of the ‘core’ and to concentrate on 

the economic and political processes which define the contours of 

labour markets of different labour-importing core countries, 

attempting to account for variability.as well as uniformity. 
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Immigrants in the Labour Markets of Core j 
Economies 


Why do advanced industrial economies of the core exhibit. differ- 
ences in their recourse to foreign labour? How can the differential 
demand for foreign labour in various. sectors or industries within 
core economies be explained? Why do immigrants of the same 
nationality encounter different experiences in various countries of 
the core? Or alternatively, how can we account for the different 
patterns of incorporation of various nationalities in the same: 
labour-importing country? 

Variants of the classical reserve army of labour thesis in the 
international labour migration literature are of limited analytical 
utility in providing answers to such questions. The principal 

. function of the reserve army, as it is usually described, is to keep 
down labour costs by confronting employed workers with the 
threat of easy replacement (Baran and Sweezy, 1966: ch. ‘6; 
Amin, 1976: 351-64). Hence the notion that the unemployed 
masses of dependent capitalist countries act as a veritable world 
reserve army on the working class of the advanced capitalist 
countries, to be recruited or sent away as the needs of. core states 
dictate, has occupied a solid place in Marxist and neo-Marxist 
theories of imperialism, dependency and global inequality. The 
specificity of foreign labour in the context of advanced 
capitalism, according to such formulations, derives from the 
politico-legal status of immigrants; Extensive legislation on selec- . 
tive criteria for immigrant status means that foreign workers are 
recruited from among the young, healthy and most reproductive 
age groups; and their costs of reproduction, as well as their 
families who succeed in accompanying them, are below the 
average standards of indigenous workers (Castles and Kosack, 
1973; Ward, 1975; Buraway, 1976). They are willing to work in 
the worst safety--and. health conditions for lower wages, with 
little immediate potential for political organization because of 
their ideological isolation. Most: importantly, given their legal 
status as temporary aliens, they are particularly easy to lay off 
when industry faces recession. Hence in addition to suffering 
excessive exploitation, foreign migrant labour functions as a 
regulator of capitalist crises, cushioning the impact of the expan- 
sion and contraction of capital. To quote from Petras (1980b: . 
176), ‘the advantage is that (foreign) labor can be recruited, - 
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` restrained or expelled from entry according to sectoral, cyclical 
and secular demands of capital’. 

Moral. stance -and political merits aside, such global formula- 
tions based on the reserve army thesis do not provide conceptual 
handles in approaching the sorts of questions posed above. The 
unquenchable thirst of capital for a steady and docile yet 
expendable and infinitely flexible labour supply, assumed to be a 
‘natural’ tendency, explains everything and hence. very little. 
Indeed, in its cruder versions, it lends itself to vacuous func- 
tionalist arguments of the sort discredited by ‘an enormous 
amount.of critical writing in the last two decades. - 

The emerging trend of the 1980s within the historical-structural 
paradigm has been away from very broad, facile generalizations 
to more delimited attempts to develop concepts which deal with 
the diversity of labour markets in industrial economies and the 
role of immigrant labour within them. Rethinking along these 
lines has generated a stream of writing and research ‘on the rela: 
tionship between large flows of foreign labour and the nature, 
sources and consequences of fabour market segmentation in core 
economies. 


Secondary Labour Markets and the Demand for 
Foreign Labour : 


The current debate on labour market segmentation in industrial 
market societies dates back to the 1970s when a number of studies 
in the United States proposed a.dual structure of primary and 
secondary labour markets; a dichotomization based on tech- 
nology, skill and worker characteristics (for example Edwards et 
al., 1975; Doeringer and Piore, 1971). Such studies challenged the 
premiss that dualism is exclusively associated with underdevelop- 
: ment; and that market rationality tends to. integrate all economic 
activities into a homogeneous whole in the advanced industrial 
society, allocating persons and resources in a continuous array. 
They suggested instead that contemporary Western market 
societies tend to be divided segmentally, i.e. are characterized. by 
radical discontinuities. The ensuing debate on the general 
applicability of models.based exclusively on the United States 
experience brought. into. the. foreground questions about 
. variability between industrial societies and has since then 
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generated a series of studies concentrating on sectoral variations, 
inter-industry differences and more broadly on the dynamics of 
labour market segmentation in European countries as well (for 
example Berger and Piore, 1980; Wilkinson, 1981; Solinas, 1982; 
Grant and Streeck, 1985; Morokvasic. et al., 1986; a Sa 
1984). 

The relationship between large flows of foreign laboui and 
market segmentation in Western capitalist economies came on to 
the agenda in international labour migration research through the 
‘initial formulations of Piore (1979) and Portes (1978a) whose 
original conceptualizations and later refinements- (Berger: and 
Piore, 1980; Piore and Sabel, 1984; Piore, 1986; Portes, 1981; 
Portes and Bach, 1984; Portes.and Sassen- Koob, 1987) constitute 
landmarks in the ongoing debate. 

The conceptual framework originally proposed by Piore | in his 
seminal work Birds of Passage (1979) was based on a dual-labour- 
market formulation. The upper tier of this dual market (primary 
market) is made up principally of monopoly or oligopoly fitms, 
while the lower (secondary market) is composed of competitive 
firms. The former exercise significant control over their markets; 
they utilize high capital intensity to enhance ‘productivity and are 
able to pass wage increases to consumers through control of 
markets. Accordingly, jobs-in the monopoly/oligopoly.sector are 
characterized by stability, tenure and high wages. The secondary, : 
competitive sector is by contrast faced with economic uncertainty, 
demand unpredictability and offers low wages, substandard work- 
_ing conditions and irregular tenure. 

' Given two distinct types of job associated with dual faber 
markets, Piore proceeded to argue that national workers, because 
they are interested in long-term career prospects, shun the secon- 
dary labour market where instability of employnient'is coupled 
with menial status and lower wages. Such work is accepted only 
by native marginal workers — such as students, housewives, 
retired workers — whose labour force commitment is-temporary 
and who tend.to view their income as supplementary. When such 
marginal native workers are limited in number or tied down 
' geographically, filling secondary jobs with foreign labour is one 
solution to the problem. Immigrant labourers tend to view their 
stay as temporary and-hence are undeterred by lack of long-term 
career prospects or job instability; they are also untouched by : 
menial, demeaning work since they derive social status from their 
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roles in their country of origin; they frequently come from areas 
where. wages .are so low relative to those of the’ immigrant- 
receiving industrial country that the work seems much better paid 
than it does to national workers. Thus the demand for low-cost 
labour in the secondary sector and the attractiveness, of such jobs. 
to immigrants is viewed as the engine of the migration process. 
The key line of reasoning followed by Portes (1978b) in his 
original analysis of illegal: (undocumented) migration in the 
United States, was'again based on a two-sector model, but: his 
emphasis was on the informal hiring practices among small and: 
very small enterprises, notably iri agriculture and a variety of 
urban consumer services which, by their very nature, cannot be' 
relocated to areas of abundant; inexpensive labour. The survival 
of such small enterprises depends on employment practices which 
take place at the margins of the law because they entail savings 
on tax and social security obligations; since they can easily escape 
government regulation, they provide a congenial setting for casual 
hiring, non-reporting of income etc. The notion of a thriving 
informal urban economy .in.the midst of. industrial societies has 
since then been followed up by studies exploring what may be: 
termed an underground labour market (see Portes and Sassen- 
Koob, 1987 for a recent review). Also, research on clustering of 
illegal immigrants in: such: sectors as garment, footwear, construc- 
tion, etc., characterized by the prevalence of very small enter- 
prises where informal hiring practices tend to be widespread, has 
Prang to the fore questions c of omen FR pres and ethnic . 
enclaves. : ; > 
The term enclave economy was coined by Portes (1981) to ster 
to immigrant groups that have ‘managed to gain control over a 
significant segment of a local industry such that the immigrant 
labour force works in enterprises owned by ‘other immigrants. . 
The proliferation óf immigrant business and upward mobility 
opportunities within such enclave economies, suggests a pattern 
distinct from secondary sector employment, commonly associated 
with bottom-rung, dead-end jobs. Following the line of reasoning 
offered’ by Portes, it thus seems meaningful to talk about three 
analytically: distinct patterns of immigrant incorporation: The: 
first pattern, associated with primary sector employment is 
characterized by job security, wage: levels defined by collective | 
bargaining, and working conditions ‘comparable to native 
- workers: Skilled immigrants’ arriving with secure : legal statug 1 Ji 
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subject to official recruitment policies, thus constitute one distinct 
mode of insertion of foreign labour into the industrial economy.: 
The second pattern, associated with secondary labour markets as: 
originally outlined by Piore, stems from inelasticities in the 
domestic supply of.labour, i.e. consists of unskilled immigrants 
hired for transient, short-term jobs of menial status, detached 
from the main lines of structured mobility within the primary 
sector of the labour market. The third — the enclave pattern 
suggested by Portes — brings to the fore economic niches 
captured by immigrant groups based on ethnic communal ties. : 

Once these distinct patterns or modes of incorporating foreign 
labour are identified, there arises a series of analytical questions 
about when: or where one or the other might prevail. Recent 
research suggests several observations. First, ‘the pattern of incor- 
poration into the secondary labour market, which appears to be 
the significant pattern in the United States, does not seem on 
balance to have been the prevailing trend-in continental Europe. 
Bóhning's (1983) cross-national comparisons for instance, based 
on the relationship between firm size and proportion of foreign 
labour employed in different industries in. France.and Germany, 
point towards the importance of primary sector employment in 
.manufacturing. Bóhning underlines the importance of institutional 
factors, such as industry-wide rather than craftsman-type unions 
in continental Europe, as well as the political screening of 
economic demand in more general terms. His. point is that 
economic demand for foreign labour (in the primary or secondary 
sector) is a necessary but not sufficient cause of large-scale 
immigration; whether and how much borders will be opened to 
which type of foreign labour depends on domestic political 
configurations. The possibility of different political and institu- 
tional responses to similar economic constraints is a point 
reiterated in much current labour migration literature. Morokvasic 
et al. (1986) for instance, in their comparative analysis of the 
clothing industry in Germany, France and Britain, point out the 
significance of state policies in defining the contours of the 
secondary labour market: All three countries experienced similar 
problems.of declining profitability and massive job losses in their 
clothing industry in the face of diminishing international markets 
since the 1960s. But while protectionist state policies in France and 
Britain enabled the maintenance of a large secondary sector of 
ak production based on immigrant labour and entrepreneurship, in 
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Germany. by contrast immigration policy and a strategy of 
relocating production left little room for the growth of a secon- 
dary sector. The legal/institutional barriers to small business and 
terms of entry for migrant workers which restrict self-employment 
in many parts of continental Europe appear to have held back the 
growth of a secondary labour market associated with immigrant 
labour in the United States, Britain or, to some extent, France. 

That there exist important differences in’ the size and 
significance of secondary sector employment and its role in iricor- 
porating immigrant labour between advanced capitalist societies 
seems clear. Whether, these current differences notwithstanding, 
there is a common, long-term trend, toward more flexible (i.e. 
casual or informal) employment practices as the labour force 
composition shifts from smokestack industries and manufacturing 
as a whole towards services, is much more controversial. 
Available evidence points towards a renewed viability for small 
business coupled with casualization of employment,. not only in 
the United States (Fain, 1980; Granovetter, 1984; Portes and 
Sassen-Koob, 1987) but also in Britain and other continental 
European countries (Gerry, 1984; Boissevain, 1984; Scase and 
Goffee, 1982). Whether this is'a temporary phenomenon corres- 
ponding to the mid-1970s recession, or the harbinger of a 
fundamental restructuring in tlie labour markets of advanced 
capitalist societies, historically shaped by the technical imperatives 
of mass production (Piore and Sabel, 1984; Piore, 1986) 
continues to be debatable. If indeed, decentralization of produc- 
tion, flexible labour arrangements and subcontracting down to 
low-cost small enterprises are rooted in global processes of 
restructuration as technological dynamism shifts from mass 
production to information technologies, then current differences in 
the structure of labour markets in advanced industrial societies can 
be interpreted as conjunctural variations of timing and strategy. A 
wider discussion of different lines of thinking on this issue, is 
beyond the scope. of this review. Of more immediate relevance is 
that changing economics of small business in Western societies in 
an era of slow growth and massive technological change, coupled 
with the transformation of Europe's temporary workers into 
permanent ethnic communities, has brought: the question of 
ethnic enterprises on to the research agenda. Thus paradoxically 
perhaps, a current keyword in recent research in the historical- 
- structural tradition is ‘ethnicity’ rather than class. Before moving 
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on to discuss.the growing body of research on deremingnti ad 
implications: of immigrant enclaves in advanced economies 
however, a note must.be added on ‘project-tied labour’ or 
*contract labour' as a distinctive pontem within the Middle 
Eástern context. 

. Literature and research on the flow: of sean labour from 
South-East and East Asia to ‘oil-producing Arab states in. the 
1980s emphasizes, imports of labour as part of a complete package 
supplied by. foreign: contractors in the region's construction 
market. The development, administration, and characteristics of- 
such collective-contract or project-tied labour have been examined 
in detail in studies on South Korea (Kim, 1982, 1983; Chough, 
1983) as well as the Philippines (Lazo et al., 1982; Tomas, 1983). 
For instance, Kim (1982) reports that 98 percent of South Korean 
workers employed in the Middle East in 1980 were engaged by 
South Korean companies. Similarly, Huan-Ming Ling (1984) 
notes that.Chinese labour is employed by other East Asian; 
notably, Japanese, firms working in the Middle East. Again, the 
competitive edge of Turkish contractors in Middle East markets 
was based on project-tied Turkish labour until the inflow of. 
cheaper Pakistani and Bangladesh workers began to erode it in 
the 1980s. (See Keyder and. Aksu, 1986; for a review of literature 
on Turkish workers in Middle Eastern labour markets.) In the 
` 1980s, continuing labour shortages in. oil-exporting countries, 
alongside declines in oil revenues, appear to have increased the 
'attractiveness of contract labour from South and South-East 
Asia, both because. these workers accept lower wage rates and 
poorer conditions of employment (Nagi, 1983) and: also because 
repatriation of contract workers-is easier, a factor of importance 
as concern over the long-term implications of immigrant ‘ethnic 
communities in the Gulf states mounts: Project-tied labourers-live 
in camps provided by the companies which: employ them on the 
basis of two- to three-year contracts, with no dependants and no 
life outside the camp and hence with cd possibility of will- 
ingness to stay on. 

While project-tied import and SEDIT of jaboi appears to dé 
confined to intra-periphery migration flows, it seems worth taking 
into account as an analytically distinct mode of insertion of 
foreign labour in-comparative perspective. It-has been suggested 
for instance (Keyder and Aksu, 1986), that Turkish labourers 
employed on a contract basis in Libya-have become radicalized - 
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politically, their anger directed towards the government and 
employing firms alike, in contrast to the European experience 
which has led many Turkish workers to xenophobic reactions and 
to taking. refuge in either religious tradition -or reactive 
nationalism. Such suggestions, however tentative they may be in 
the. absence of rigorous research, point towards fruitful 
possibilities of comparative analysis on the variable experiences of 
immigrants from a single nationality under QUI EN FORQIIONS of 
labour market corporation, 


Immigrant Enclaves and Ethnic Business 


Students of migration have long been interested in the emergence 
of ethnic communities in the context-of large-scale immigration. 
But the emphasis has traditionally been on factors which facilitate 
or hinder assimilation, the. assumption being that ethnic 
communities are temporary — albeit important — way stations to 
eventual: integration. Hence questions of ethnicity have been 
formulated. in terms of social and cultural barriers to adaptation 
on the part of migrants,themselves (such as inadequate job or 
language skills, low levels of education, differences in cultural 
values) as well as ethnic discrimination on the part of. the native 
born (based on negative stereotypes of race, colour, religion, 
national origin, and so on), which hinder assimilation. ‘Assimila- 
tion’, ‘adaptation’ and ‘integration’ have thus been key concepts 
(see review by Morokvasic, 1984b, on the continuing salience of 
the assimilation framework in European migration, research). - 
Current interest.and growing research on immigrant enclaves 
and ethnic business in advanced capitalist. societies within the 
historical-structural. paradigm: proceeds from a different set. of 
issues in approaching ‘questions of ethnicity. The central 
problematic is framed in terms of how and why some immigrant 
groups are able to capture a niche and exploit business oppor- 
tunities in economies that are dominated? by large-scale, 
technologically advanced concerns. The key issue is when, where 
and which immigrant groups are able to utilize communal 
resources such that ethnic business proliferates to gain control of 
a significant portion of the market..The emphasis is on the 
resilience of ethnicity; on the reproduction of communal distinc- 
tiveness and identity of national origin within enclave economies. 
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Since the formation of immigrant enclaves is contingent on 
immigrant entrepreneurship, the question of the conditions under 
which immigrant enterprise grows and prospers is of crucial 
interest. But-available research indicates that immigrant business 
does not automatically lead to an enclave. First, almost every 
immigrant community provides minimal business opportunities 
for its own members, stores for special ethnic products, travel 
and moving agencies involved in the immigration process itself, 
legal and medical services — but none of these are potentially 
large employers and furthermore the limits of such a protected 
market tend to be reached very quickly. Similarly, the residential 


concentration of immigrant populations tends to generate oppor- 


tunities for immigrant small business. When an immigrant 
population gradually begins to take over a residential area, native 
small businesses seek opportunities outside the neighbourhood, 
creating vacancies for immigrant businesspeople. Thus for 
instance, Aldrich and his associates (1985) in their extensive 
research on Asians in British cities, have found a strong associa- 
tion between Asian small business and the proportion of Asians 
in various neighbourhoods. Their explanation emphasizes the 
high rates of failure among such small businesses in general, and 
in the absence of white proprietors willing to open up new firms 
in ‘changed’ neighbourhoods. Some of the shops are bought by 
immigrants, others are simply left empty or converted to non- 
business uses. It is difficult to speak of a competitive edge to 
immigrant small business in such a context, although the 
phenomenon has been observed in other European cities, for 


example among Turks in Berlin (Hoffmeyer-Zlotnik, 1982). It is . 
only when immigrant entrepreneurs, by mobilizing the informal | 


resources of the ethnic community, gain a favourable position in 
competition with native proprietors and hence manage to control 
a significant portion of a local or regional industry, that we can 
speak of an immigrant enclave as originally proposed by Portes 
(1981). 

Lines of activity in which immigrant enterprise thrives to grow 
and prosper appear to be those in which small-scale enterprise is 
viable to begin with, that is, situations where heterogeneity of 
markets is coupled with flux and instability of demand. The 
garment industry is a prime example where much of the research 
on immigrant enterprise has been focused (Hoel, 1982; Anthias, 
1983; Werbner, 1984; Waldinger, 1984: 85; Morokvasic et al., 
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1986). Fragmentation of markets, seasonality of demand and 
rapid fashion changes in many sectors of the garment industry 
make short runs imperative and the production process has to 
remain flexible. Large wholesalers, retailers and manufacturers 
faced.with unpredictable demand and erratic work flow tend to 
shift their risks to small inner-city firms through various subcon- 
tracting arrangements, resulting in a proliferation of small-scale 
enterprises. Thus for instance, close to 80 percent of London's 
clothing industry is accounted for by firms employing fewer than 
fifty people, according to Morokvasic et al. (1986: 411). Portes 
and Sassen-Koob (1987: 47) underline the prevalence of very 
small firms employing fewer than ten people among apparel and 
clothing firms in central New York and Miami. 

The prevalence of small-scale enterprise lowers capital bardess: 
enabling immigrants with limited resources to draw upon ethnic 
bonds. of solidarity based on loyalty, obligation and honour, in 
both capitalizing and organizing. neophyte concerns. Bonnett 
(1981) and Laguerre (1984) have shown how. rotating credit 
associations continue to funnel, capital to. West Indian and 
Haitian businesses in New York City. ‘Business on trust’, appears 
to be the keyword in all cases. where immigrant entrepreneurs 
have made substantial inroads into local business, ranging from 
Pakistanis in the Manchester garment trade (Werbner, 1984) to 
Cuban-owned businesses in Miami (Wilson and Portes, 1980) or 
Korean grocery stores in New York (Kim, 1981). Once in 
business, immigrant entrepreneurs recruit labour through 
immigrant networks..And it is in the ready access to.a cheap and 
stable supply of immigrant labour that the competitive edge to 
immigrant enterprise resides. Hiring through informal networks 
not only provides a privileged conduit to a cheaper source of 
labour — a crucial advantage in competition with non-immigrant; 
firms — but also enables owners to define employment in terms 
of ethnic loyalties and paternalistic relationships, thus strengthen- 
ing attachment to the firm. Native-owned firms which rely on 
market mechanisms for recruitment are plagued by low levels of 
labour commitment and by absenteeism, ethnic differences 
between management and labour exacerbating conflicts over 
production quotas and further contributing to' labour turnover 
(Waldinger, 1985). Immigrant enterprise thus has a distinctive 
advantage in industries traditionally associated with small-scale 
.enterprise, low pay and high failure rates. Use of labour from 
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within the ethnic community enables immigrant owners to 
surmount the organizational problems traditionally associated 
with small firms in such industries, leading to the development of 
an enclave wherein possibilities of accumulation are contingent on 
continued isolation of the immigrant community from main- 
stream society. Hence in industries where the labour force is 
immigrant and female, that is, doubly vulnerable, as documented 


in studies of contemporary sweatshops in the garment industry: 


(Hoel, 1982; Anthias, 1983), immigrant entrepreneurship appears 
to find the most fertile ground. 

Interpreting the broader significance of available case studies 
on immigrant enclaves and the opportunity structures they 
provide for immigrant entrepreneurship is much more difficult. 
Most existing research is focused on successive. waves of 
immigrants to North America, where Asians are the most recent 
group to establish a foothold in small-scale industry, replicating 
'a pattern followed by earlier groups such as Jewish, Italian and 
Irish immigrants (Light, 1984). Whether the increasing perma- 
nence of.settlement of initially temporary migrant streams: to 
continental Europe is the harbinger of a similar pattern of incor- 
poration is open to some question. Heisler (1986) for instance, 
‘offers a strong argument against the generalizability of the 
enclave phenomenon by underlining political and legal arrange- 
ments which set. the European context apart. She points out that 
a host of official or quasi-official service agencies, some initiated 
by European welfare states, others subsidized by governments of 
sending countries, have.from the very beginning provided a wide 
range.of social and political benefits to European immigrant 
groups. Coupled with the fact that very few immigrants are self- 
employed, the majority working in medium and large firms and 
increasingly unionized, Europe's immigrants háve failed to 
develop their own: autonomous institutions. Such independent 


communal organizations as mutual aid societies or revolving : 
credit funds which have been identified as the hub of immigrant 


communities elsewhere have simply not emerged. While there do 


exist differences in the communal organization, of various 


immigrant groups in continental Europe, these differences appear 
to stem from the variety of organizational artangements directly 
instituted and subsidized by sending governments, rather than 
support systems and/or intermediary networks developed by the 
immigrants themselves. Even the social, cultural and recreational 
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` clubs which have increased in recent years are often initiated and 
indirectly maintained by governments. The contrast. between 
Great Britain, with its strong ethnic communal organizations, and - 
continental Europe where informal immigrant networks. have 
been very. slow to develop is striking (Réx et al., 1987). 
Immigrants in continental Europe continue to: channél their 
savings into investment at home and do not appear to be 
‘interested in obtaining citizenship, despite the fact that many — 
perhaps most — do not plan to return in the foreseeable future. 
Governments at both ends remain committed to an official policy 
of promoting return. Sending countries generally oppose large- 
scale settlement of their citizens since it would entail-a loss of 
remittances. European governments are in the process of imple- 
menting a variety of return-incentive schemes, albeit with limited 
success so far. . ` ‘ 
These differences in the formation. and. structure of immigrant 
communities which set. the continental European context apart . 
from other advanced industrial countries are obviously not 
immutable. But any conjecture as to future developments would 
take us once again far afield-into broader questions of global 
economic restructuration, industrial relocation, technological 
changes and so on, which have a bearing on the-future contours 
of labour markets in Europe and hence on the fate of immigrants 
in them. It therefore seems -best to conclude this section on 
immigrants in the labour markets of core: economies by re- 
- emphasizing the current diversity of industrial economies and the 
role of immigrant labour within them. : 
Concepts such as labour market segmentation, dualism, infor- 
mal economy and ethnic enclaves are certainly not new to those 
familiar with: development literature. Indeed, these concepts 
appear to have acquired a second lease of life in the literature on 
international labour migration, at a time when their usefulness in 
development studies is being seriously challenged (see Peattie, 
1987). Their increasing currency in the analysis of immigrant 
labour in core societies reflects a search for analytical tools for 
grasping and explaining the historical and contextual variations in 
the insertion of foreign labour into advanced industrial 
economies. And their merit rests in developing hypotheses .for 
comparative analysis. They suggest fruitful lines of exploration 
such. as comparison of immigrants from the.same nationality in 
different labour market segments of the same industrial society 
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(for example Turkish workers'in the French garment and auto- 
motive industries) or the same industry in different countries 
(Turkish workers in the French and Dutch garment industry) or 
comparisons between different. nationalities in thé same industry 
(Turkish and Yugoslav workers in the German steel industry). In 
sum, they enable us to ask new ‘questions at a time when the 
. theoretical sterility and repetitiveness of mainstream literature on 
the plight of immigrants would have us believe there is little more 
to be studied. RS by ps E. T 


Labour Exports and Peripheral Societies 
On the variable impact of labour exports on peripheral societies, 
there is an abundance of empirical material on individual coun- 
tries which remains largely unexplored from a comparative 
. perspective. Thus we havé; on the one hand, broad formulations 
that focus on labour export as a process which reinforces global 
inequalities ‘and emphasize the asymmetrical gains of the 
periphery and the core, already reviewed above. We also have 
case studies which delve into and document how labour exports: 
serve to further distort the internal parameters. of economic 
growth in various national contexts: by.reinforcing the unequal’ 
growth of sectors, regions and classes within them, to be reviewed 
below. What we are lacking is a range of concepts capable of 
specifying major. axes of comparison between labour-exporting 
peripheral societies. That there are wide: differences in the 
socioeconomic and political trajectories of countries which have 
been major labour exporters in the’ postwar decades is self- 
evident. On the differential impact.of labour exports on societies 
with different patterns of capital accumulation, state and class 
structures, and external constraints (such as Egypt, Turkey or. 
Mexico) we know next to nothing. The lacuna is theoretical rather 
than empirical and is not confined to the international labour 
migration literature. For we have not yet moved beyond a blanket 
approach to the periphery, to develop analytical tools which will 
enable us to. account for divergence between societies essentially 
similar in their location in the world.system, that is, peripheral. 
In sum, we do not have a theory of 'paths of peripheralization'. 
- In the absence of an analytical framework within which mean- 
ingful questions on the variable impact of labour exports can be 
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posed and hypotheses formulated, what we are left with is.a series 
of empirically informed observations which emerge as, common 
themes in the available country-specific literature. . 

At the'most general and broadest level, the common theme to 
emerge from attempts to assess the impact of labour exports and 
return is that the process tends to accelerate mechanisms of 
change already in motion, without altering the, dynamics of 
change itself. Ranging from studies of the impact of capital flow 
from remittances and returns from abroad on the macroeconomy, ` 
to studies of regions and local communities where migration 
abroad and return have been concentrated, to surveys of 
individual households whose members work abroad, the general 
conclusion appears to be that the migration process tends to 
reinforce existing trends without making a strategic difference 
in patterns of change, or altering the social system significantly. 
I will elaborate this briefly. | | 

With regard to the large inflow of remitted and transferred 
savings of emigrants, there appears to be little question that it has 
served to provide much-needed foreign currency to alleviate: 
balance of. payments. problems in the macroeconomy of most 
labour-exporting countries. In the case of southern Europe for 
instance, Hudson and Lewis (1985) emphasize the structural depen- 
dence of the Greek, Portuguese and Turkish economies on migrant 
remittances, and hence upon changes in the labour markets of 
northern Europe. The figures they cite for 1979, based on World 
Bank estimates, indicate that remittances in Turkey were equiva- 
lent to almost 60 percent of the value of exports, those in Portugal 
to over 53 percent and those in Greece to almost 23 percent; in 
contrast, in Spain and Italy the comparable figures were a little 
more than 8 percent and less than 4 percent respectively (Hudson 
and Lewis, 1985: 8—9)..Tsakok reports that in the case of Pakistan, 
remittances of Pakistani workers in the Middle East amounted to 
almost 80 percent of total merchandise export earnings in 1980-1 
(Tsakok, 1982). Such figures reveal the short-term significance of 
remittances in terms of the hard currency they represent. But they 
also pinpoint sharp contrasts in the extent to which governments 
of various labour-exporting countries have become dependent on 
the inflow of migrant remittances for alleviating immediate social, 
economic and perhaps political pressures. Indeed, the contrasts 
appear to be much more significant than the similarities, caution- 
ing against blanket interpretations. 


198 : - ‘A. Öncü 


A second broad generalization which is reiterated in much 
research on the impact of the large inflow of remittances, is that 
figures which appear to be vast sums of capital at the aggregate 
level are actually composed -of relatively small budgets of 
individual households. And to the extent that attempts to pool 
and channel the savings of individual migrants through schemes 
intended to foster foreign worker-led industrial ventures or agro- 
industrial enterprises have in general either failed, or have been 
of marginal importance, the significance of remittances has not 
extended beyond the hard currency they represent. (See Papa- 
demetriou, 1984 and Van Amersfoort et al., 1984 for review and 
assessment' of such government-sponsored schemes in labour- 
exporting southern European countries.) Once again, there are 
important differences in the extent to which Bovernments have 
actively pursued policies aimed at: channelling workers’ remit- 
tances into priority investments. But even in the case of Yugo- 
slavia, noteworthy for programmes which assign high priority to 
remitted emigrant funds and channel them in employment- 

, generating directions, governmental schemes appear to have 
remained limited in scope and effectiveness (Morokvasic, 1984a). 
Hence accumulated savings of returnees, spent in small change in 
the hands of many, has in most countries become absorbed into 
the existing ‘system, thereby losing its ‘strategic importance. In 
other words, highly rational investment behaviour on the part of 
individual ‘migrant households appears to have added up to a 
picture of wasted resources in the aggregate. 

‘Studies on saving and investment patterns of migrant house- 
holds in a variety of national contexts emphasize two salient 
trends: increasing consumerism on the one hand, and growing 
_tertiarization through self-employment ‘in -petty commodity 
production and services on the other. Thus for instance, in 
Southern European societies, the purchase or construction of a: 
new house, together with expenditure on consumer durables rang- 
ing from cars to video recorders, appears to be the first common 
choice of investment for migrant households. Then depending on 
‘such factors as length of stay abroad, age of return, level of 
accumulated savings, investments in small trade or service 
establishments ranging from taxis and bars to haberdashery shops 
-or the establishment of small manufacturing establishments of the 
"craft type, primarily in construction-related sectors such as 
making doors, furniture and so on, appear t6- be the typical 
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pattern (for reviews of country-based research see for instance, 
King, 1979; Reyneri and Mughini, 1984; King et.-al., 1985, .on 
Italy; - Papademetriou, 1983a, and "Unger, 1984, on ‘Greece; 
Morokvasic, 1984a, on Yugoslavia.or Óncü, 1987, on Turkey). 
" Remarkably similar findings emerge from research on investment 
patterns of migrant households in Jordan, Egypt and Syria, coun- 
tries of the Middle East which: have become heavily dependent 
upon outside employment. In the.case of Jordan for instance, 
where Birks and Sinclair (1980) estimate that as much as half of 
the labour force: may be working abroad, surveys (Keely and. 
Saket, 1984; Findlay, 1984) underline substantial increase in the 
consumption expenditure of migrant households as well as proli- 
feration of small-business ventures -or self-employment, feeding 
into the ongoing building boom and population concentration in 
Amman. The prevalence of this pattern in a variety of national 
contexts suggests that regardless of whether emigrants gain 
industrial experience abroad, or attain new skills and: formal 
qualifications, their future aspirations are shaped by the petty- 
bourgeois dream of self-employment. Industrial skills go to waste, 
not necessarily because of lack of will on the part of emigrants 
but because, given the very few-areas of coincidence between the 
two economies, they cannot be put:to use upon return. So long 
as the very conditions of stagnation and unemployment that led 
emigrants to search for work abroad in' the first place continue to 
prevail, accumulated savings continue to be channelled towards 
houses, shops and services — the most 'rational' choice from the 
point of view of improving family welfare and security. 

The aggregate result is that villages and towns where emigration 
and/or return is concentrated . undergo commercial expansion; 
creating what Abu-Lughod (1985: 133) characterizes as 'an illu- 
sion of economic prosperity "within unviable economies', or 
*cosmetic development in the countryside' as described by 
Hudson and Lewis (1985: 25). The considerable social reordering 
in such communities, with some families moving into social 
prominence and others experiencing status reduction related to 
‘the ‘luck’ of going abroad, is very rarely accompanied by changes 
in productive structure, except in areas which.already have the 
most dynamic economic environments. 

The preceding paragraphs, intended to briefly suggest some s 
the common themes which run across.the country-based literature 
on the impact of labour exports, hardly do justice to the richness 
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of available research. Yet delving further into the voluminous 
literature on individual countries, while it would provide an 
-opportunity for citing some of the best scholarly work in the 
field, would not necessarily add up to a new vision. So long as: 


we lack concepts which will allow meaningful comparisoris, much ' `` 


of the richly textured information provided by such studies would 
remain relegated to an uncomfortably large category of ‘local’ 
variations. The chasm between very broad generalizations on the 
one hand, and finely textured case studies on the other poses a 
theoretical impasse that has yet to be transcended on the question 
of labour exports from the so-called periphery. 


Concluding Remarks : 


Over. the past decade there has been a major shift in the salience 
of analytical issues in international migration research. What 
began in the 1970s as a critical reaction to classical models of 
migration: in sociology or economics has progressively given way 
to analyses and research based on the premisses of an interna- 
tional political economy and a: global system of inequalities. The 
challenge of the 1980s has been to step beyond elegant — and 
sometimes formalistic — models emphasizing the asymmetrical 
gains of the core and periphery in the international labour migra- 
tion process, towards formulations which take into account varia- . 
tions in the incorporation and role of migrant labour among core. 
economies, as well as the differential EORSEHUSHCES of labour 
exports for countries of the: periphery. ; 

What the present review reveals is that only half of ‘this 
challenge has been met. On questions such as alternative 
responses of the advanced industrial societies of the core to global 
crisis; differences in their recourse to foreign labour; as well as 
the variable experiences of immigrant labour within and among 
them, the conceptual groundwork has already been laid. The 
available literature provides 'fertile ground for developing. 
hypotheses for comparative analysis, much of which is already on 
the research agenda. 

By contrast, the dearth of analytical formulations. on the 
variable consequences and impact of labour exports upon the so- 
.called peripheral societies is striking. To lament the spurious 
character of research that does not take into account ‘global 
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structural determinations’ has become almost platitudinous in 
international labour migration research. What has been ignored is 
that theré is also analytical scope for different outcomes in 
societies under similar structural constraints and location in the 
global system, i.e. peripheral. In so far as we have not as yet step- 
ped beyond a blanket approach to peripheral societies, the 
voluminous country-specific research findings which have 
accumulated over the past twenty years remain a veritable pool of 
factual information in search of a comparative framework. 


à 
TRANSNATIONAL CORPORATIONS* 


Volker Bornschier and Hanspeter Stamm 


Introduction 


What is specific about transnational corporations (TNCs), what is 
their ‘distinctive nature’ (Dunning, 1981)? Aren't they simply 
firms like the many others that flourish in the capitalist world? 
Maybe TNCs are simply bigger and command more economic 
resources than the others, but do not represent a species of their 
own. Obviously, the business of TNCs is highly concentrated, but 
so is business in many economic fields that are organized only 
nationally. For example, the eight leading world manufacturers of 
passenger cars — all TNCs according to the standard specifica- 
tion (see below) — accounted for 75 percent of the world output 
of passenger cars in 1980. But it is not difficult to find higher 
concentration ratios of supply in more local or regional markets. 
Thus, neither size nor concentration, nor the command over 
technology as such represents any specificity on its own. What 
seems to make TNCs worth a chapter of their own in this volume 
is the fact that they represent organizations designed for capital 
accumulation on a world scale. This fact is also reflected in the 
most simple definition of TNCs: decision-making centres owning 
-income-generating assets in at least two countries. Many resear- 
chers in the field suggest the more stringent criterion of owning 
income generating assets in six or more countries.! 

Accumulation on a world scale implies that there exists a 
system and social processes beyond individual societies organized 
as (nation) states in the modern world. Joseph A. Schumpeter: 
was an early proponent of such a conceptualization, arguing that 
*capitalism itself is, both in the economic and sociological sense, 
essentially one process, with the whole earth as its stage’ (1939, 
II: 666). Hence the link with the overall theme of the volume 
‘Economy and Society’ appears. The modern world system does 
-not simply consist of a great number of societies. Beyond these 
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coexisting societies there are economic processes at the level of the 
world economy that affect all these societies and their states. At 
the same time, the rather decentralized social and political struc- 
ture of the world system shapes the very logic of the overarching 
world economy, too.” 

Transnational capital accumulation : as the differentia specifica, 
however, is by no means a modern. phenomenon. Various types ' 
of transnational business have existed throughout the course of 
history. First, the trade diasporas of ethnic groups must be 
mentioned as early organizers of exchange in world economies 
which seem to be traceable back to the Mesopotamian systems 
and were still of importance in recent times (Curtin, 1984). 
Second, the big chartered companies of the early centuries of the - 
modern world system should be noted. These. companies 
produced their.own protection (Lane, 1979), built their own 
colonies and were active throughout all three main economic 
sectors: primary, secondary and distribution. They were especially 
important outside the domain of the emerging national states in 
Europe. Third, the transnational corporations of the nineteenth 
and twentieth centuries, with which we will deal here, came to the 
fore. . 

Thus, the specific. feature about TNCs is their double nature: 
the combination of transnational business — which itself is- 
nothing new — with a certain organizational form. The scholar : 
who elaborated this organizational feature of the phenomenon. 
and directed the research community to it was the late Stephen 
Hymer, to whom contemporary theory of TNCs owes a lot. . 


Theoretical Views on Transnational Corporations 


Theoretical investigations of-TNCs can be seen as closely related: 
to the perception of their. phenomenal-growth and the problems 
arising from their activities. While up to the 1950s the 
(neo)classical theories of trade and direct investment? (Ricardo, | 
Ohlin and others) seemed to be adequate for the treatment of the 
phenomenon of TNCs, the situation changed radically in the early 
1960s. In 1960 a new era in the discussion of TNCs was triggered. 
by Stephen Hymer’s seminal dissertation thesis ‘The International 
Operations of National Firms’*. Hymer, inspired by the work of 
Bain (1956) and Dunning (1958), pointed, for the first time, to the _ 
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specific features of TNCs. Among these he identified mono- 

polistic advantages, which. allow -TNCs to survive in foreign 

markets where domestic firms have — other things being equal — 

advantages. The advantages of TNCs — stemming, for example, 
: from economies of scale in production or the control over 
resources and patents — help them to overcome barriers to entry 
in foreign markets as well as to protect their market position vis- 
à-vis local or TNC competitors once they have got hold in a 
foreign market. So monopolistic advantages allow TNCS to create 
and exploit imperfect markets. i 

: - Especially in economic theory, Hymer’s ideas have been widely 
acknowledged, improved and refined, which has led to the 
emergence of a variety of more or less original and autonomous 
theories of TNCs,: generally stressing the economically positive 
side of their activities. At the same time, researchers outside the 
classical economic sciences became aware of the growing weight 
of TNCs in the world economy and consequently included this . 
phenomenon in the broader framework of theories of develop- 
ment and underdevelopment. Therefore, the present body of 
theory can quite simply be classified according to two main orien- 
tations, -‘neoconventional’ and ‘critical’ (Biersteker, 1978). 
Although the critical perspective does not represent a homo- 
geneous theoretical body, it still owes much to: the Latin 
American dependencia approach, which itself cannot be described 
as one uniform theory. The dependencia approach suggests an 
answer to explanatory shortcomings of older theories of moder- 
nization in Latin America. It offers a ‘broad set of contemporary 
discussions about imperialism, global inequality - and under- 
development; that focus on the economic, social and political 
distortions of peripheral societies’ (Duvall et al., 1981), which 
have their roots in the writings of such authors as Marx, Baran 
and Prebisch. It must be stressed that critical approaches in 
general are not theories of TNCs; rather, they represent more 
encompassing historical-structurally oriented ' approaches, aimed. 
at explaining the ‘development of underdevelopment’ (Amin, 
1974). Development thereby is not understood simply in terms of 
economic growth but also as social and political: progress. 

One of the common features of the critical perspective is its 
division of the world into a (developed) core and an 
underdeveloped periphery, which ate entangled in a network of 
.- unequal, capitalist exchange relations.° This interdependence, 
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however, leads to a permanent reproduction of dependence, 
which in turn hinders or even blocks development im the 
periphery. A great deal of the differences between various critical 
theories- arise from their perception of the degree of possible 
development in this situation. While some „authors . believe 
‘associated-dependent development’ to be. possible (Cardoso, 
1973), the stagnationists see the only solution for the periphery as 
revolutionary change. (see for example Dos Santos, 1970 or 
Frank, 1969) and/or radical withdrawal from the capitalist world 
economy and ‘autocentric development” (see for example, Amin, 
1974; Senghaas and Menzel, 1976).° Within those theoretical 
perspectives TNCs. become important as mediators of capitalist 
dependency relations. It is difficult to derive explicit hypotheses 
about their activities and effects from those general frameworks. 
Nevertheless, with reference to the conceptualization of Theodore: 
Moran (1978), three broad hypotheses can be set out. ; 

1. The advantages of transnational direct investments :are 
unequally distributed between TNCs and host countries, because” 
TNCs have the ability to absorb gains that could otherwise be 
reinvested.” . 

2. TNCs create distortions in the economy by .displacing. 
domestic production, utilizing inappropriate technology. and. 
distorting consumer tastes. In addition their behaviour leads to a. 
worsening of income distribution. . : 

3. TNCs may pervert or undermine. the political system of foe 
countries. : 

While in the dipetidenela approach the nation-state soil: at the 
centre of analysis — external- dependence was therefore taken 
more or less as given — in some new theoretical.perspectives more 
weight is attached. to the unity of the world system. In this 
- perspective there is no distinction between processes internal and 
external to the system:as they are all internal to the overarching: 
world system.’ So this:approach allows, a more general inter- 
pretation of the processes and the dynamics of the capitalist 
world system than the geographically limited framework of other 
approaches. Within such a framework. TNCS, too, have been 
studied in more detail (see for example Bornschier and Chase- 
Dunn, 1985). : 

-Some other approaches. have further . stimulated discussion in 
recent: years, as for example the concept of the ‘new international 
division , of . labour’, which regards -differential labour costs 
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between centre.and periphery as the most important determinant 
of dependence (Froebel et al., 1980). At this point one should also 
mention the more recent contributions of Stephen Hymer (1979), 
who at the beginning of the 1970s turned to a Marxist view of the 
problems attached to TNCs and addressed:his theory of mono- 
polistic advantages more and more to questions of underdevelop- 
ment. Those contributions, however, were quite sparsely noticed 
by other authors. 

The line of. argument against the critical perpective was often 
directed towards the conceptual ‘shortcomings of the various 
approaches, which have prevented their systematic empirical 
‘testing. But in current research there have been some attempts at 
conceptualizing and testing critical perspectives as a whole 
(Moran, 1978; Duvall et al., 1981) and with special regard to 
TNCs (see Biersteker 1978; Bornschier and Chase-Dunn, 1985; 
Gereffi, 1983; Newfarmer and Topik, 1982; Newfarmer, 1985). 

One of the more important disadvantages of critical research 
lies in its absolute orientation: to development problems at the 
periphery. Implicitly, assuming a balancing of effects in the core, 
critical writers seem to forget that the overwhelming part of 
foreign direct investment takes place in the core zone.’ . Even 
where research is concerned with less developed countries (LDCs), 
the simple zero-sum contention that if TNCs are. to win, other 
actors — for example the host country — have to tuse may not. 
hold true (Biersteker; 1978). - 

The extensive criticism of TNCs arising.in the 1960s and early 
1970s brought many replies, mainly from business schools and the 
TNCS themselves. As stated earlier, economic theorizing on TNCs 
had begun in the early 1960s. As opposed to critical theories, 
‘neoconventional’ writings offer.a large variety of directly testable 
hypotheses on-various issues. Their disadvantage lies in the preoc- 
cupation with purely economic questions such as growth, effi- 
ciency or organization of activities, and their confinement to the 
micro-level. . 

Since it is impossible to describe the development of neo- 
conventional theories in detail, the following paragraphs name 
only the most influential contributions to the stream of theoriz- 
ing. One is. Raymond Vernon's seminal product cycle model 
which links the internationalization of firms to the developmental 
sequence of their products: New products (innovations) emerge:in - 

.. highly developed countries and spread from.there all over the 
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world through exports. This development is accompanied by a 
process of diffusion of the know-how of production: similar 
products are developed and sold by other firms, in. turn lowering 
the profitability of investments. However, as production becomes 
standardized, its shift to more peripheral areas allows the 
maintenance of profits (Vernon, 1971, 1973). 

For some time this theory was one of the most important 
instruments for explaining foreign direct investment by US firms. 
But as German and Japanese TNCs became able to reduce the | 
technological gap between. themselves and US TNCs in the late 
1970s, Vernon’s model: showed some explanatory shortcomings, 
which at last led Vernon: himself to doubt the viability of his 
product cycle model for the 1980s (Vernon, 1979; 1985). 

. During the 1970s, an influential group of economists around 
John H. Dunning refined and extended Hymer’s concepts. Their 
effort resulted. in a number of theories, which for Charles P. 
Kindleberger (1984b) are all' more or less unoriginal replicas of 
Hymer's ideas — a fact that makes it rather cieult to dis- 
tinguish between them. : 

: Various approaches in. industrial orandi theory OT 
in direct succession to .Hymer's ideas. They treat. questions of 
imperfect märkets, oligopolistic competition and reaction (Caves, 
1971, 1974;: Knickerbocker, 1973). Theories which emphasize 
internalization of market functions.as the: central feature of TNCs 
(Buckley and Casson, 1976) aim in a similar direction. . Such 
theories argue that internalization’— that is, the vertical and 
horizontal integration of operations — and markets . represent 
alternative ways of organizing .economic activities (Hennart, 
1982). It is argued that. internalization of activities lowers trans- 
action costs in. imperfect markets. Yet internalization may in 
turn lead: to even more imperfect markets, for example where it 
is put into effect by mergers or unfriendly takeovers. In this 
context, location theory also received. some considération. Unlike 
other approaches, it is closely rélated to the classical theory of 
trade and explains tore investment by pointing to. features of 
host countries.' ' : f 

. For the present, the discussion seems .to end wilh ‘Dunning’s 
(1981; Black and. Dunning, 1982) integration of those different 
approaches into his. ‘eclectic theory’, which combines owner- 

- specific advantages, location theory and. internalization-specific 
advantages" in .an. impressive mix,. which now apparently . 
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belongs to the standard research equipment of economists 
interested in the study of ‘TNCs. 

Reviewing the theoretical discussion reveals the interesting fact 
that the vehement exchange of arguments between critical and 
neoconventional researchers of the late 1960s and the early 1970s 
has significantly calmed down. There may be different reasons 
for this. To begin with, public interest in TNCs seems to have 
declined? and it is not difficult to conclude that academic 
interest correlates considerably ‘with this. Furthermore, some 
resignation among scholars in the critical camp may be observed. 
This is paralleled by the recent development towards theoretical 
perfectionism .that has occurred in the neoconventional camp. 
Although the neoconventionalists have turned ‘away fram discus- 
sions with theorists of other schools of thought, even: among the 
neoconventionals there have recently been signs of theoretical 
stagnation (Schlupp, 1985). 

Stagnation, however, does not mean that the theories offered 
are already perfect. And in fact there are some avenues for 
possible further development and improvement. Apart from the 
long overdue integration of critical and  neoconventional 
knowledge, as has for example been suggested by Biersteker 
(1978) or Newfarmer (1985), there are some other interesting 
ideas which surely deserve more attention. For example, Robert 
Gilpin, a political scientist, points to one fundamental problem in: 
theorizing: ‘the fact that economists don’t believe in power; 
political scientists, for their part, do not really believe in markets’ 
(Gilpin, 1976: 5). As a consequence he offers a politico-economic 
model postulating interdependent relationships of political and 
economic (TNCs) actors. Within this model, Gilpin is able to 
explain the growth of US TNCs as a result of favourable factors, 
both in the US and abroad, that is, the establishing of the Bretton 
Woods system and the rise of the United States to hegemony. The 
work of Stephen Krasner and others on international regimes also: 
draws attention to global political conditions that favour or 
hinder world economic processes (Krasner, 1983). In addition, the 
contributions of economic historians, such as Mira Wilkins, 
Alfred D. Chandler Jr, Stephen J. Nicholas or Oliver E. William- 
son, should be mentioned. Some of those approaches allow a 
possible reconciliation of the different theories. Economic 
historians generally point to the institutional and organizational 
roots of the foreign expansion of industrial firms, and in doing 
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so they sometimes draw. heavily on the writings of already 
mentioned neoconventional authors. The concepts of Williamson 
(1981) and ‘Nicholas (1982, .1983), for example, are inspired by 
Caves’s (1982) transaction-cost approach. The work of Alfred D. 
Chandler Jr points in somewhat the same direction (1969, 1977, 
1980). In his approach, national growth of firms is a consequence 
of vertical integration and .the. formation: of a multidivisional 
structure among the leading business firms. In this process, 
administrative activities are centralized and production is. 
rationalized, which leads to the emergence of managerial hier- 
archies that are able to replace the classical family entrepreneur. 
This transition from family to managerial.capitalism is also 
stressed in the later writings of Hymer (1979: 58ff.) and Born- 
schier (1976). The concept of managerial capitalism, however, has . 
been challenged. on theoretical and empirical grounds lately 
(Nyman and Silberston, 1978, see also Mizruchi, 1982), which in 
some instances has led to an integration of managerial capitalism 
in the framework. of corporate elite approaches (Useem, 1980; 
Fennema, 1982). 

Closely related to Chandler's theory is Mira Wilkins's (1974) 
interpretation of the expansion.of US TNCs as a three-step 
process.: The first step is characterized: by foreign investments 
with little complexity. With the growing number of affiliates the 
‘establishment of an administrative ‘supervising organization 
becomes necessary. In the sécond phase, the original monocentric 
approach is replaced by a polycentric system in whose setting the 
affiliates get (back) a certain autonomy which .allows them to 
begin expansion on their own.!* The growth of the affiliates and 
their own partial internationalization generate an even more 
complicated: structure in the third. phase: the conglomerate“ 
entangled structure. According to Wilkins, the model holds for 
ane in different sectors and times. - 


| Findings 


Transnational Business over Time 


M 


Although the extraordinary growth of the modern TNC repre- 
sents a relatively new phenomenon, the historical roots of direct 
control over the production of goods and services in foreign 
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countries can be traced back several hundred years. In historical 
perspective, TNCs are merely a new organizational form of the 
capitalist world economy, the origin of which has been dated to 
the long sixteenth century (1450-1640) by several authors (see, for 
example, Wallerstein, 1974, and other scholars in the. world 
system perspective). Initially, exchange in this system of 
worldwide division of labour was confined to trade relations in 
the first place. Historical analyses, however, show that even 
under merchant capitalism big chartered companies, for example 
the British East India Company in the seventeenth century, 
already exercised: some direct control of production processes 
(Choudhuri, 1978). In the eighteenth century big trading 
companies began..founding foreign agencies, but most of the 
responsibility was in the-hands of family members or independent | 
agents (Wilkins, 1970). With the growth of. world trade and 
industrial production — and the simultanéously growing impor- 
tance of technological know-how — in the-nineteenth century, the 
pressure to found affiliates increased, due to the need to open up 
new attractive markets and to secure access to raw materials. 
Independent agents played.a major role in such activities, too, but 
as they were often unreliable they were replaced ‘more and more 
by directly controlled affiliates (Nicholas, 1983; Williamson, 
1981; Wilkins, 1970: 207). 

British capital exports in connection with the construction of 
railways in Britain's colonies and in Latin America boomed in the 
second half of the last century. Yet these capital exports consisted 
in large. part of portfolio investment which does not involve direct 
control (Edelstein, 1982). Direct investment by industrial enter- 
prises in the US and Europe dates back in-some cases to the early 
nineteenth century, but it was, with some exceptions," restricted 
to small family entrepreneurs or licence arrangements with 
independent firms (Wilkins, 1970: 15ff). 

. The emergence of TNCs in the modern sense can only be traced 
back to the late:nineteenth century: The lead was taken by big 
industrial enterprises in the US and Germany and in some smaller 
continental European countries, like The Netherlands, Belgium 
and Switzerland (Wilkins, 1970, 1974; Chandler, 1977, 1980;: 
Franko,. 1976). Transnationalization in Great Britain and several 
other European countries began somewhat more slowly, .a fact 
that Chandler (1980) explains as the hesitating transformation of 

- family to managerial enterprises: Apart from internalization of 
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national operations and the emergence of the multidivisional 
structure as a result of the growth of the domestic market 
(Wilkins, 1974: 436; Chandler, 1977, 1980),'° external factors 
have also been important. Export opportunities as well as the 
threat of loss of established export outlets, the desire to secure 
access to ‘raw materials and the growth prospect of foreign 
. markets have been fundamental preconditions for transnationaliz- 
ation; in addition, improved international ‘transport and 
communication facilities have been favourable to the decision to 


go abroad (Wilkins, 1974; Nicholas, 1982, 1983; Chandler, 1977, 


1980). All in all, ‘aggressive and innovative enterprises’ (Wilkins, 
1974) and firms from highly concentrated sectors (Nicholas, 1982; 
Chandler, 1980; Bornschier, 1976) generally took a marked lead 
in going transnational. 

While. the already mentioned model of Mira . Wilkins (1974) 
seems to have some validity in explaining the growth of American 
TNCs, the development of continental European TNCs shows, 
according to Franko (1976: 187ff.) a somewhat different pattern. 
Here, the monocentric structure — Franko calls it the *mother- 
daughter structure’ — was maintained longer because of personal 
or familial relationships between presidents of parent companies 
and affiliates, and the more personally structured pattern was 
only slowly given up in favour of impersonal managerial hier- 
archies because of the success of the US corporate structure. 

The importance of transnationalization at.the ‘turn of the 
century can be illustrated with figures for the stock of US foreign 
direct investment in 1914. Although total stock was only about 
$2.65 billion, this figure equals about 7 percent of the US GNP 
at that time — a share that was. only slightly higher in 1966 
(Wilkins, 1970: 201-7). While the foreign activities of mining, 
agriculture and petroleum corporations were concentrated in 
underdeveloped areas, manufacturing industry had its operations 


in Europe and Canada. Nevertheless, it seems necessary to point. 


out that — at the turn of the century — a large number of ee 
affiliates were still merely sales companies. 

Contrary to the widespread opinion, US TNCs by no means 
‘had a monopoly of transnationalization in this early phase. Of 
the estimated. total stock of direct investments of $14.3 billion 
in 1914 about $11 billion were held by firms in European coun- 
tries, with Britain in a dominant position in terms of stocks 
(Dunning, 1983).'® A look at the number of European TNCs 
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in manufacturing shows that in 1914 a total of 37 mostly chemical 
or electrical enterprises had affiliates in at least one foreign 
country.? Contrary to US TNCs, European firms were almost 
exclusively confined to the European market and only hesitatingly 
ventured into other areas, especially into the USA (Franko, 1976). 
Nevertheless, for that early time Franko (1976: 8) concludes that 
German: TNCs in manufacturing had a competitive edge. over US 
TNCs.” . 

As noted earlier, transqutisnalizátion was not always success- 
ful.. Examples like that of Dunlop, whose American affiliate 
operated only one year without loss.between 1923 and 1936 
(Jones,.1984), also reveal aspects neglected by the ‘success story’ 
(Nicholas, 1982: 630). In addition, the expansion of transnational 
business did not take a continuous course. There is a close rela- 
tionship between waves of transnationalization, merger waves and 
economic stagnation (Bornschier, 1976: 482-91), and Franko 
(1976: 10) has pointed to the cyclical pattern in the founding of 
foreign affiliates by European TNCs. The generally more con- 
tinuous evolution of. US TNCs — favoured by European self- 
destruction in two wars and the shift of hegemony in the world 
system over the Atlantic — has made them the leaders in inter- 
national direct investments over time: their share in the total 
stock of direct investments increased from 19.5 percent in 1914 
and 30.4 percent in 1938 to 56 percent in 1960. At the same time 
the share of Western European TNCs dropped from 76.9 percent 
in 1914 to 39.8 percent in 1960 (Dunning, 1983). Since the early 
1970s, however, this trend has been reversed again. The share of 
the US in the total stock of $386.2 billion in 1978 not only 
decreased to 47 percent (with the European share recovering 
somewhat to 41 percent), but also their share in the 50 largest 
industrial corporations went down drastically from 43 in the late 
1950s to 21 in the late 1970s (Bergesen and Sahoo, 1985). During, 
the 1980s the 50 largest industrials of the world distribute among 
headquarter regions as follows: 21 are US, 20 European, 5 
Japanese and about 4 from ‘semiperipheral countries. This 
indicates a marked loss of the former US position. Furthermore, 
during the world recession the US turned from the leading capital 
exporter to an important importer of foreign capital. While only 
2.6 percent of world capital flows between 1961 and 1967 went to 
the US, this share rose to about one-third in the period 1978-80 
(OECD, 1981: 13; UN, 1983: 18ff.). With regard to capital 
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exports, West Germany and Japan have markedly increased their 
shares? and other European countries have either increased 
(France) or at least stabilized (United Kingdom) their shares. In , 
addition, TNCs from developing countries are now appearing on: 
stage (see Lall, 1983; Wells, 1983). Yet, the operations of those 
(mainly Indian, South-East Asian ànd South American) firms are 
still of modest size and almost exclusively limited to investments 
in other LDCs.? The data on the changing relative shares of 
headquarter countries in total TNC business, should not obscure, 
however, the general growth of TNC activities in the post-Second 
World War period. The quite modest initial growth rates virtually 
‘exploded’ in the 1960s, but declined again from: the mid-1970s 
on. The sharp increase in foreign direct investment around the 
1960s can largely be explained by an interaction of push, pull and 
rivalry factors, and this constellation was bolstered by the 
generally favourable economic and political environment as estab- 
lished for example by the Bretton Woods system, the functioning 
of which also reached its peak in the 1960s. While push forces 
arise from the concern of TNCs for new market outlets, which 
cannot be serviced easily by exports, pull forces stem from host 
countries’ policies of industrialization. The last factor — rivalry 
— is.a consequence of oligopolistic reaction among TNCs, that 
is, a follow-the-leader effect, as analysed by Knickerbocker (1973, 
see also p. 208). 

The annual growth rate of total foreign direct investment from 
13 OECD countries amounted to an average: of 12 ‘percent: 
between 1960 and 1973 (OECD, 1981: 6). That figure approxi-. 
mately equals the growth of world trade and is ‘about one and a 
half times larger than the GNP growth rate of the capital- 
exporting countries. Although the growth rates remained of this. 
order up to the mid-1970s, real growth -has.slowed down due to 
increasing inflation (OECD, 1981: 12; UN, 1983: 18). 

Capital flows to LDCs stand out against this world pattern. 
Between 1960 and 1968 flows from Development Assistance 
Committee (DAC) countries to LDCs grew at an average annual 
rate of only about 7. percent. This figure increased sharply to 19.4 
percent p.a. in the period 1973-8 (OECD, 1981: 43); This increase 
of foreign direct investment in LDCs did not, however, affect the 
share of the LDCs' in the total stock of foreign direct investment. 
At the end of the 1970s, this share amounted to about 30 percent, ` 
a figure similar to that at the beginning of the 1960s (Dunning, 
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` 1983). Although the LDCs do not play an overwhelming role in 
. the transnational network, one- still has to stress -the 
comparatively more important role of TNCs in LDCs.’ This is 
manifested by the fact that in 1966-7 LDCs produced only 15 
percent of world GNP,*but hosted 30 percent of the total stock 
of foreign. direct investment (Bornschier, 1976: 349).^. Even - 
more important is the LDC share in world payments for foreign 
direct ‘investment - (dividends, royalties and: fees ‘and related: 
categories). The annual figure for such payments from LDCs was 
about $12.8 billion, which was about half of the world total of 
such payments, and these annual outflows were larger than. the 
' annual figures for fresh capital inflows, which amounted to about 
$8 billion per year (see UN, 1983: 19ff.). - 

In talking about capital flows, one should also mention, the 
growing. importance. of reinvested earnings — which provide 
about 50 percent of the increase in the stock of foreign investment 
— and.the financing of TNC activities with loans in host .coun- 
tries (about a quarter of the total increase in capital: see Vernon, 
1973: 69; Niedermayer, 1979: 51ff.; UN, 1983: 19ff.). In addi- 
tion, one has to mention a tendency, which has recently been 
observed, away from wholly owned affiliates to majority or 
minority participations, joint: ventures and licence agreements. 
The kind of engagement, however, seems to differ according to 
technology (UN, 1978: 229; UN, 1983: 40-6; OECD, 1981: 31-5): 
Such observations reveal that a mere examination of international 
capital flows and stock measures underestimates the real impact 
of TNCs in the world as well as in the host country economy. 

The sectoral distribution of TNC. operations has also been 
subject to some changes. At the beginning of the 1970s, raw 
materials and services each held about a quarter of all foreign 
direct investment, with the rest bcing made up by manufacturing. 
Since then, the trend to investments in the services sector has 
continued while in manufacturing there is a.tendency to divide 
production into separate production steps which may even be 
located in different geographical regions (Helleiner, 1973, 1975). 
Assembly production has become important in some low-wage. 
countries of South-East Asia and Central America and leads — 
according to some authors — to a new form of dependence 
(Grunwald and Flamm, 1985: Froebel et al.; 1980). 

‘In global figures, thé importance of transnational business-is : 
_,documented by a growing share of foreign affiliates in the overall 
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sales of TNCs. By 1980 this figure had amounted to 40 percent 
of total sales (UN, 1983). In general,.the foreign “activities of ` 
‘TNCs have grown much faster than their activities in their. coun- 
try of origin. ' 

The importance of TNCs as organizers of world trade lias also 
increased. Trade between affiliates and the parent firm (intra-firm 
trade) has become more important, but estimates of its share in 
total world trade differ between various sources. Yet, one may at 
least impute about one-quarter to one-third of total world trade 
to intra-firm transactions (Berthold; 1790. Lall and Streeten, 
1977). 

There has been.a growing number of small and medium-sized 
firms taking part in the process of transnationalization lately, yet 
the largest TNCs have a high and increasing share in total trans- 
national business. The overall concentration is shown by the fact : 
that the largest 350 TNCs of the world-owned about a quarter of 
the total of about 100,000 foreign affiliates. These largest 350 had 
approximately 25 million employees worldwide. Their world sales _ 
were about $2635 billion, according to the UN (1983: 46ff.), a 
figure that equals 28 percent of the GDP of developed and less 
developed countries together. Furthermore, the largest hundred 
TNCs are growing even faster — at about 17 percent a year 1971- 
80 — than the rest of the TNCs (UN, 1983: 47; Dunning and 
Pearce, 1981). Finally, there is a growing number of public enter-. 
prises which have also, started-to go transnational. i 

This short overview of the development and size of TNCs 
.shows only part of the their economic significance and their: 
considerable. power in-the modern world. In order to obtain a 
more complete picture we must now turn to some perce ques- 
tions. 


Analytical. Questions and Empirical Studies : 


Over the past twenty. years a vast number of empirical studies 
addressing various subjects has been published. It.is thus almost 
impossible to present an overview in a short.chapter. Credit is due 
` here to Peter B. Evans (1981), who did an excellent job in review- 
ing the vast literature that had appearéd up to the late 1970s. As 
it is not possible to plunge as deep into the material as he did,. 
it seems adequate to divide the ‘empirical material into four, 
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partly overlapping subject areas: ‘TNCs . and development’, 
‘TNCs and labour’,.‘TNCs and the nation-state’ and “TNCs as 
organizations and control within TNCs’. 

As already mentioned, research has been especially preoccupied 
with LDCs, a fact that limits the possibilities of generalizing 
several of the following findings.. Whenever possible and of 
interest, however, we try to mention- empirical: material pertinent 
to core e countries, too. 


TNCs and puso on Questions concerning the developmen- 
tal impact of TNCs have received special interest from researchers 
in the past. Regardless of the underlying concept of development, 
studies addressing the growth effects of TNCs seem to be an 
adequate starting point in the discussion of Gevelopinent problems 
in general. i 

A large body of studies address the impact of TNCs on overall 
economic growth. An overview of these studies seems to suggest, 
however, contradictory results.” Yet many of these differences 
can be reconciled since they are in part due to insufficient design, 
lack of adequate control variables and differences in indicators 
and samples used in the various analyses.” The lack of distinc- 
tion between short-term and long-term effects on growth is of 
particular importance for reconciling discrepant findings. A 
detailed look at all available studies and a reanalysis by Born- 
schier and Chase-Dunn (1985)". with an improved design and 
using large country samples (101 countries) confirm the evidence 
and conclusion of several earlier studies — that penetration by 
TNCs adds to overall economic growth in the short run while it 
reduces growth performance in the long run. This holds for world 
samples and for LDCs, while the effect for core countries is small 
or absent. In more technical terms, this finding is established as 
follows: if growth rates of GNP per capita over 6 to 20 years are 
regressed together with several control variables on weighted 
stocks of TNC capital at the beginning of the growth period and 
on TNC investment during the growth period, one observes a 
significant negative effect of stocks on subsequent growth and a 
significant positive one for investment on growth. The design to 
disentangle short-term from long-term TNC effects on growth 
was suggested independently by researchers in Great Britain, the 
United States and Switzerland, in 1975. Meanwhile these different 
effects on-overall growth belong to what may: be called a fairly 
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consolidated finding for growth periods from 1950 to the mid- 
1970s. During the world recession starting in 1975 almost all 
previous predictors of growth in cross-national studies lost their 
predictive power, and so did. TNC variables (Bornschier, 1985). 

Negative effects of TNCs on growth in industrialized-countries 

have been found’ by Hammer and Gartrell (1986) in their time 
` series analysis of Canada. They suggest that Canada is a special 
case of ‘mature dependency’, since it is characterized by a long- 
lasting penetration, mainly by US firms. More research, however, 
is necessary in order to clarify the issue of whether and why 
effects of TNCs differ in core countries. 

The impact of TNCs on changes in the industrial ice 
which may have effects on the performance of the economy as a 
whole has been repeatedly studied. The issue under debate is 
whether or not TNCs increase market concentration and/or com- 
petition. From the observation that TNCs prevail in highly 
concentrated sectors in their home markets (Buckley and Dunn- 
ing, 1980; Bornschier, 1976; Caves, 1974) it has been concluded 
that they will also be active in highly concentrated industries of 
host countries. This contention seems to hold true for both 
industrial (Fishwick, 1982) and less developed - countries 
(Newfarmer and Marsh, 1981; Lall, 1978, see also Newfarmer, 


1985). Yet it remains unclear whether TNCs are only attracted by - 
oligopolistic markets, which does not preclude that they: may : 


enhance competition once they have penetrated these industries or 
if they themselves increase concentration leading to negative 
effects as, for example, by means of - oligopolistic pricing 
(Biersteker, 1978; Dunning, 1981; Caves, 1982). Empirically it 
seems difficult to establish a causal relationship which could 
allow one to evaluate the balance of negative and positive effects 
(Fishwick, 1982). Yet, on the whole, TNC activities seem to lead 
to higher industrial concentration. This is illustrated for example 
by Blomstróm's (1986) analysis of the manufacturing sector in 
Mexico or the various sector studies in Newfarmer's 1985 volume 
on South America, which, in addition, points out.important 
differences between sectors. Data on the market entry behaviour 
of TNCs fits into this picture. Often entry takes place by the 


acquisition of existing domestic firms, and later acquisition of 


domestic firms is also quite common (Evans, 1977; Lall, 1978; 
Newfarmer, 1985). Nevertheless, for the method of entry the 
literature also reports differences according to industrial sector. 


-— 
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The question of displacement of domestic production and 
employment enters here. But still we have little conclusive evidence. 
Biersteker (1978: 103-18) finds only. weak displacement effects in 
his case study of Nigeria, but-points to an important relationship 
between displacement of domestic production and imported con- 
sumption .patterns.** Closely related to these problems are ques- 
tions of whether and to what extent local backward linkages are 
created by TNC investment, and of the influence of TNCs on entré- 
preneurial capabilities in the population of the host country. One 
may argue that growth-stimulating effects of TNCs in.segments of 
the-host economy do not add to balanced overall- growth as long 
as backward linkages.in the economy are lacking. Under such 
conditions; growth spurred by TNC investment may even lead to 
greater dépendence and distortions in the structure’ of society . 
(Biersteker, 1978).. Again-there are sectoral differences. Assembly 
production is a special case in so far as linkage and displacement 
effects are rarely associated with it (Helleiner, 1973, 1975), while in 
certain other branches of manufacturing industry linkage effects 
rarely seem to occur (Lim and Fong,. 1982)- 

Related problems: are technological dependence (Meyer- Fehr, 
1980) and inappropriate technologies that may be introduced by 
TNCS in-LDCs. The lack of systematic evidence.seems to preclude 
any generalization (Lall, 1978). Effects of TNCs on trade and on 
trade dependence, and the question of decapitalization of- host 
countries due to TNC activities have also received some attention. 
One of the main arguments.in favour. of TNCs is their alleged 
' positive contribution to the.trade and capital accounts of LDCs.. 
Yet various studies (Reuber, 1973: 162; Lall and Streeten, 1977: 
134ff., 142ff.; Bornschier, 1976: 384) have reported a negative 
overall effect on the balance of trade and the balance of payments 
of host countries, even if one restricts the analysis to export- 
oriented TNCs (Reuber, 1973). This ‘unfavourable: effect may .be 
largely due to two syndromes: (a) the affiliates’ high propensity to 
import factor inputs,.and-(b) the possibilities of using transfer 
pricing mechanisms within TNCs across: countries. Conclusive 
findings.on the extent of transfer pricing devices are still lacking. 
While Müller and Morgenstern (1974) and Niedermayer’ (1979) 
find significant transfer pricing effects; Biersteker (1978: 87ff.) 
and Lall and Streeten. (1977: 153ff.) are not able to establish the 
systematic use of this mechanism to shift income across countries, 
~ except in the pharmaceutical industry.” 
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The previously mentioned observations combined with findings 
for effects of TNCs on capital imports and exports strengthen the 
point of the decapitalization hypothesis (Ochel, 1982; Bornschier, 
1976, 1980; Committee on Finance, 1973; Biersteker, 1978; Lall 
and Streeten, 1977). The relationship between foreign: direct 
investment and foreign borrowing has been analysed, too 
(Rothgeb, 1984; Pfister and Suter, 1986; Bornschier, 1982a). 
"These studies suggest that capital penetration by TNCs adds to 
the increase in foreign debt of host countries (which may differ 
according to regions, as Rothgeb suggests). Such a relationship is 
indirectly supported by findings in an analysis by Schneider and 
Frey (1985), who identify the extent of bilateral and multilateral 
aid as important determinants of TNC investment. 

The catalogue of questions relating to the influence of TNCs on 
growth could easily be extended, but we prefer to turn attention 
to some of the ‘social effects’ which are, however, related to 
growth problems, and, at the same time. establish a link to the 
next section (TNCs and labour). Income inequality and develop- 
ment have received considerable attention (see Gagliani, 1987, for 
a recent review). Numerous studies have analysed the effect of , 
TNCSs on income distribution. 

A review of fifteen studies on the question of the effect of 
TNCs on income inequality reveals that all except one report a 
positive relationship between. TNC penetration and income 
inequality (see Bornschier and Chase-Dunn, 1985). A reanalysis 
by Bornschier and Chase-Dunn (1985) confirms these earlier 
findings in a sample of ‘seventy-two countries. But while TNCs 
are associated with higher income inequality in LDCs, the 
opposite holds for core countries. Moreover, sectoral differences 
again seem to be important to the relationship in LDCs. TNC - 
penetration of the manufacturing sector is significantly related to 
higher overall income inequality in LDCs, while no such relation- 
ship exist for the penetration of agriculture (see also Sullivan, 
1983). The findings for TNCs and income distribution do not 
permit causal conclusions since sufficient cases for. cross- -national 
time series analyses on distribution data are lacking. One has to 
note also that in some theoretical approaches income inequality 
may be both a consequence and a precondition for TNC invest- 
ment in LDCs. Other aspects of social structure have also been 
studied. TNCs were found to have an influence on overurbaniza- 
tion (Timberlake and Kentor, 1983). This may be related to the _ 
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fact that TNCs operate in core areas of host. countries 
(Blackburn, 1982). The unbalanced growth this implies is 
connected: with a growing marginalization of broad segments of 
the population (Evans and.Timberlake, 1980; Michel, 1983). 
Effects on gender inequality have been found i in einpirical studies, 
too (Michel, 1983; Froebel’ et al.,: 1980). 

In theoretical contributions, distorting effects of TNCs on 
traditional culture are often mentioned. The. problems extend 
from imported, inappropriate consumption patterns — often 
mediated by the international advertising industry — to influence 
by the international media business (Mattelart, 1983; Reiffers et 
al., 1982). Systematic empirical studies that address such 
problems are still lacking. . i 


TNCs and labour. Itis often argued that one of the most impor- 
tant incentives to invest abroad is labour cost differences between 
countries. This may hold true in the case of assembly production 
and related labour-intensive manufacturing activities, but not 
necessarily in more capital-intensive sectors. The observation that 
TNCs on average seem to pay somewhat higher wages than 
domestic firms applies for LDCs as well as for industrialized, 
countries (Dunning, 1981: 272-303). This finding can largely be 
attributed to the fact.that TNCs generally operate in modern 
industrial sectors. Yet high wages in the leading sector do not 
imply more social equality in the society as a whole. Higher wages 
paid by TNCs may strengthen the segmentation of the labour 
market, and a mere comparison of wages neglects the question of 
total employment. Actually, the already mentioned figure of 25 
million people employed by the largest 350 TNCs worldwide 
seems quite modest when compared to their contribution to world 
production. According to estimates of the ILO (1981a, 1981b) . 
about 45 million people. work for TNCs, of whom only about 10 
percent are employed in LDCs,” mainly in the semi-periphery. 
Although employment by TNCs has increased two and a half 
times between 1960 and.1977 (ILO, 1981a); a complete evaluation 
of their labour market effects must also take into account indirect 
effects which can arise from linkage and displacement processes 
(see p. 219). In an overview of existing studies the ILO (1976) is 
unable to suggest. a conclusive-answer to the employment effects, 
although positive effects may exist in some sectors (for example 
in the food industry). Similar conclusions are drawn by Meller 
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and Mizala (1982) for South America and by Enderwick (1985), 
who reviews different. studies. Positive employment effects, 
however, may be outweighed by distortions of the traditional 
labour market structure. Evans and Timberlake (1980), for exam- 
ple, suggest that according to their findings the negative effect of 
TNCs on equality is mediated by a disproportionate growth of the 
tertiary sector. Sullivan (1983) points to the negative consequences 
of sectoral income differences and Bornschier and Ballmer-Cao 
(1979) mention structural unemployment. 

While these questions address LDCs, some research has been 
inspired by the so-called job export debate in core countries. The 
central issue here is whether the shift of production to other coun- 
tries lowers domestic employment or,. indeed, increases it by 
indirect feedback effects. Such studies are necessarily tied to 
various (sometimes rather problematic) assumptions. It is thus not 
astonishing that the evidence is mixed. In his sophisticated 
analysis of West Germany covering the period 1975-80, Olle 
(1983) estimates a net loss of 300,000—400,000 jobs caused by 
TNCs investing abroad, while estimates for the US reach from a 
gain of 279,000 to a loss of 660,000 jobs (ILO, .1976). 

In connection with problems of the labour ‘market, the bargain- 
ing position of labour unions deserves attention. Unions normally 
take a rather critical stance towards TNCs because they have no 
adequate organizational structure to cope with transnational 
business. Lately, however, one has observed a certain inter- 
nationalization of the labour movement (Baumer and von Gleich, 
1982) together with an intensification of the dialogue between 
unions and TNCs in industrialized countries (De Vos, 1981). But 
in some instances TNCs are still able to pursue explicit policies 
against labour unions (Hood and Young, 1983).?! 


TNCs and the nation-state. Researchers usually assume a 
conflictual relationship between TNCSs and the nation-state which 
arises from the contradictions of national (development) policies 
and global profit-maximizing strategies pursued by TNCs (see for 
example Vernon, 1973; Barnet and Müller, 1974). A more 
thorough analysis of power structures, however, reveals possible 
alliances between TNCs, official: and local elites (Evans, 1979). 
Thus a state’s actions may be limited by the selfish interests of its 
own elites. Yet, this perspective does not contradict the observa- 
tion that conflicts and hard bargaining between TNCs and state 
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officials are relatively frequent because alliances of actors and the 
distribution of the gdins between them are different things. 
Furthermore, alliances of.the state and local capital against. TNCs 
may also be possible (Evans,.1986).? Alliances between TNCs 
and local elites tend to favour the political exclusion of the 
.masses. In cross-national studies there seems to be a positive 
empirical relationship between the dependence on TNCs and 
political exclusion (Timberlake and Williams,. 1984), and social 
conflicts and ‘political instability are higher when TNCs have a 
stronghold in a society (Ballmer-Cao, 1979).? Although political 
_ instability may be the consequence of a social setting to which 
TNCs contributed, it represents at the same time an important 
factor in the relocation decision of TNCs. In cross-national 
research one has observed that fresh foreign direct investment is 
negatively affected by -political instability (Schneider and Frey, 
1985), while contrary to common expectations the ideology of 
governments does .not play an important role in the worldwide 
process of allocating TNC investment (Schneider and Frey, 1985). 
: The last few years have witnessed an improvement in the bar- 
gaining: position of states. vis-à-vis TNCs, which is reflected: in 
more stringent codes of conduct regulations and tougher contrac- 


tual terms as well as in the numerous nationalizations that have 


occurred (UN, 1978, 1983). Nevertheless, we have concluded from 
cross-national research over the 1960-76 time span that restrictive 
government policies: against TNCs have often been contradictory 
(stop-and-go interventionism) and thus government measures in 
LDCs-in general have not been very successful; indeed, the: 
immediate impact of restrictive policies has been disadvantageous 
to overall growth (Bornschier and Hoby, 1981; Berweger and 
Hoby, 1980; Bornschier, 1982b). Although ‘sovereignty at bay’ 
(Vernon, 1971) has not. become a.reality, the ability of TNCs.to 
shift their activities from one country to another still imposes 
severe restrictions on the policy alternatives. of LDCs. The actual 
policy mix-in LDCs may. thus be fae 


TNCs as EE T AA and: the control vii TNCs. We have 
already. mentioned important organizational changes that are 
suggested as necessary preconditions for the growth and the inter- 
nationalization of firms. The literature has pointed to.the emerg- 
ing separation of ownership and control in large corporations 
since the 1920s (Berle and Means, 1967; Useem, 1980). Hence the 
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problem of control in TNCs has at least two dimensions: first, 
one must ask who owns the shares of TNCs, and second, who 
actually decides on their business activities. Research in this field 
rarely considers TNCs explicitly; rather, it is concerned with large 
business firms. But, as we have seen, the correlation between size 
and transnationalization is very strong (orae 1976; Dunn- 
ing and Pearce, 1981). 

It has often been, argued that, with the i increasing dieno of 
the ownership of corporate shares, top management has gained 
control over large firms at the expense of the classical family 
entrepreneur. In this line of reasoning; the. separation of owner- 
ship and control has been ‘accompanied by a transition from 
short-run profit maximization goals to long-run growth strategies. 
Recently the hypothesis of managerial control has been subject to 
criticism on various grounds. First, the question has been raised 
whether managers really act differently from family entrepreneurs 
who have certainly no less interest in securing the long-run 
existence of the firm. Furthermore, it has been possible to-show 
that managers themselves obtain a growing proportion of their 
income in the form of company shares and dividends. Thus, they 
also earn elements of classical entrepreneurial income (Useem, 
1980; Allen, 1981). . 

- Other challenges to the separation thesis (family versus mana-.. 
gerial capitalism) stress the concept of financial capitalism.” 
Financial control exercised through the shareholdings of financial . 
institutions (mainly large banks) is likely to'limit the sovereign 
decision-making capability of managers similarly to the way in 
which big private shareholders are supposed to. In their analysis of 
the 224 largest British firms, Nyman and Silberston (1978) found: 
only a very small proportion of firms that could not’be labelled as 
owner controlled, that is, controlled by families, by other firms or 
by financial institutions. The importance of financial capitalism has 
also been stressed by other authors. In his research Mizruchi.(1982) 
furthermore found a.cyclical pattern of shifts between managerial 
and financial control in the United States since the turn of the 
century that was influenced by political conditions.* With regard 
to control patterns, the work of Grou (1983) points to national 
differences. While American, British and, .to a smaller extent, 
German firms are able to finance themselves on their own, Japanese 
firms are directly linked to big financial conglomerates. Contrary to 
this, many large Swiss firms are still under direct family control. 
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‘Apart from formal capital participation which is obvious in 
interlocking directorates (Fennema, 1982; Ornstein, 1984; 
Stokman et al., 1985) informal and personally based networks 
have also been identified in the research. This has been termed a 
‘corporate elite’. It is constituted by family ties, and by member- 
ship of business associations and exclusive social clubs, and it 
exhibits features of a new capitalist class (Useem; 1980). Recently 
research has gone a step further, also studying articulations 
between this corporate and the political elite (Useem, 1984). This 
brings research back to the already mentioned question of the. 
relationship of state, local and transnational capital. 


Concluding Remarks. | 


Having reviewed the research on TNCs over the last decades we 
would like to add some general observations which may -also 
point to future areas of research not satisfactorily dealt with in 
the past. F | 

The perspective opened-by Stephen Hymer left unanswered an 
important question in his research as well as in that of his 
colleagues and followers. Some corporations command mono- 
polistic advantages, but why should they not exploit them simply 
by. exporting from one country:to another? “One conventional 
answer is to stress labour cost differentials. Yet this is limited, 
at least in general. Low labour costs do not necessarily imply low 
costs of labour per unit of production. John H. Dunning goes 
further in his integration of location theory into the eclectic 
approach, although not far enough. What we suggest as a future 
area of research is to look.at the spread of TNCs ss a joint 
result of two sets of monopolistic strategies: one pursued by 
corporations and the other by states. The interface of these two 
strategies seems to be the most fertile ground: for the spread of 
TNCs. : , ' 

Unfortunately there are several arguments against monopolistic 
practices, even among liberal economists. Thus the interaction of 
two monopolistic practices may be particularly unfavourable since 
they involve the risk of accumulating the disadvantages of both 
types of monopoly. Thus the claim of TNCs to bring progress to 
the world and the claim of the nation-state to be the natural and 
legitimate organizer of society — although they may have some 
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` truth — are frustrated by the very existence of this modern 
marriage. 

Yet the problems involved may be especially pertinent to LDCs, 
where the rent-seeking character of the state seems to have 
produced problems of development that interact with the TNC as 
organizer of world production. 

Obviously TNCs did not prevent economic sen at the 
periphery. Having extended the layer of the semiperiphery, they 
' may be considered to have introduced a more continuous ladder 
of levels of development. But, overall, development gaps in the 
post-Second. World War world system have remained relatively 
stable. 

For world development as a whole, however, and especially for 
Western core societies, TNCs may be looked at as a progressive 
force in the emergence and evolution of the capitalist state, a 
complementary institution to accumulation on a world scale. 
Thus, Raymond Vernon's vision of ‘Sovereignty at Bay’ may 
appear fo be mistaken. In a sense, TNCs.have made states 
stronger as supporters of capital accumulation. Whether TNCs. 
have made states stronger -at the periphery remains. unclear, but 
there the subordination of states to the capitalist logic of. 
accumulation remains more problematic. | 

. If one looks at the world system in terms of:a conflictual 
merger of two logics — the states’ and corporations’ — the role 
of TNCs in the rise and decline of countries as well as industries 
needs further study. Thus more studies over longer periods of 
‘time seem necessary, also in order to put current big business into 
perspective. TNCs after all are mortal, even if John K. Galbraith 
argued the contrary. In the.long run, the once prospering steel 
giants, for example, have become weak and almost dying bodies 
that yearn for public subsidies. : 

While problems of overcoming düdéde isonet have received . . 
much attention in the literature on TNCs, looking at world develop- 
ment and at core countries remains a vast field for future research. 


N otes 


* This chapter was prepared in the spring of 1987. 

1. There are other, more specific definitions of TNCs as well, which will not 
be discussed here. For an overview see for example Dunning (1981) or Lall and 
Streeten (1977). . f $ ` 
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. 2, One of the most widely known writers who stress this structure of the 
' ‘world system’ is Immanuel Wallerstein (1984 and various of his‘other writings). 

;.. 3. The term direct investment refers to the direct control associated with the 
ownership of. income-generating assets, i.e. it involves: direct. control of the 
entrepreneurial decision-making process. Foreign direct investment’ is ‘then the 
term to characterize cross-national acquisition of income-generating assets by 
TNCs. fe Eu 

4. The doctoral thesis (on microfilm) was, despite its theoretical impact, not 
published until 1976. Charles Kindleberger,. who supervised the thesis, was the 
popularizer of Hymer’s ideas. e 

5. The concept of ‘unequal exchange’ has bes elaborated in depth, by A. 
Emmanuel (1972). 

6. For this classification ‘see -Evans (1981) and Bornschier and Chase- Dunn 
(1985: 4). 

7. This leads to the creation ‘of a redistributive economy on a world scale. 

- 8. The ‘most: prominent author in the world systems approach is certainly 
Immanuel: Wallerstein: (1974, 1979, 1980); but others such as Charles-Albert 
Michalet -(1976) or Samir Amin et al. (1982) have also made iiportant contribu- 
tions to this kind of analysis. . 

,9. One exception is the world system perspective, which ‘suggests a. further 
structural differentiation, the stratification inside the core which, however, fluc- 
tuates between periods of hegemony and' periods of a more equal distribution of 
power among. core states. Yet a lot of work:in this theoretical tradition is still 
concerned with the périphery.or'with core-periphery relations. _ : 

10. See for example Rugman (1981), who especially stresses the financial, diver- 
sification of firms and Caves (1982) who offers a good. overview of the 
transaction-cost approach, which states that market functions are increasingly 
internalized as the new organizations turn out to be more efficient and less costly 
in transactions." -= ~. l 

11. For a more detailed, overview of economic theories see for example Buckley 
and Casson (1985), Dunning (1974) and Black and Dunning (1982). 

.12. The combination of the first letters of those three concepts leads to another 
term for the eclectic theory: OLI paradigm. , - ` 

13. In addition, Cotteret et al. (1984), for example, show a significant ir improve-. 
ment in public opinion.towards TNCs between 1976 and 1982 in France. 

d 14. This process can be described as the implementation of the multidivisional 
firm structure at the international level. | ` : 

15. The earliest ‘real. affiliate’ - in manufacturing 'seems. to be the Prussian: 
, daughter of the Belgian firm Cockerill, which was established-in 1815 (Franko, 
` 1976: 3). The first affiliate of an American firm was.the' — unsuccessful — 
London affiliate (1882) of Colt (Wilkins, 1970: 30). It must be pointed .out that’ 
— following the information on France given by, Kindleberger (1984a: 118-45) — 
enterprises engaged in the services sector originally took a certain lead in trans- 
nationalization, which later turned into a lag. Only recently has the service ; sector 
again become very prominent-in TNC business. 5 

16. See also Fligstein (1985) for recent findings on the reasons for implementa- 
tion of the multidivisional structure. € ‘ ; 

17. The geographical distribution of this amount was concentrated ir the closely 
neighbouring countries of Canada, Mexico and the Caribbean and zhe Central 
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American area (in total about $1.6 billion), but also Latin America ($323 million), 
Europe ($573 million) and Asia ($120 million) had substantial shares. Looked at 
by industrial sectors, raw materials (mining, agriculture and oil) were by far most 
important ($1.5 billion). The rising oil industry was especially important, with a 
stock of $343 million. : . 

18. For Great Britain Svedberg (1978) estimates the share of direct investments 
in the stock of total foreign investments before the First World War at 53 percent. 

19. The importance of European TNCs is illustrated furthermore by a 
comparison of the number of affiliates in manufacturing: up to the First World 
War American TNCs had founded 122 affiliates, continental Eufopsan TNCs 167 
and British TNCs 60 (Franko, 1976: 10). 

20. See also the contributions in Chandler and Daems (1980), in which the 
common organizational features of American and German firms are’ stressed. 

21. Informationen tiber Multinationale Konzerne (periodical appearing in: 
Austria), various issues. ` 

22. The share of West Germany in the flows of direct investments has increased 
from 7.2 percent (1961-7) to-17 percent (1974-9). The figures for Japan look 
quite similar: they increased from 2.4 percent to 13 percent during the same period 
(OECD, 1981: 11ff.). 

23. UN data (1983: 19, 31) estimate the share of TNCs from LDCs as about 
2 percent of total direct investment flows. Dunning (1983) calculates their share 
in the stock of direct investments in'1978 as 3.8 percent. 

:24. If one takes the stock of investment of TNCs in their home countries into 
account — a figure normally not included in TNC-statistics — the share of LDCs 
in total TNC-controlled capital is reduced and corresponds to the LDC share in 
world production. 

25. Bornschier and Chase-Dunn (1985) review and: redalyde 28 studies that 
appeared between 1972 and 1983. 

26. Especially important seems to be the distinction between stock and flow 
measures as well as regional differences. The latter, however, turn out to be 
affected by different weights of very poor countries in regional samples. 

27. This reanalysis includes, apart from ‘an indicator for TNC-penetration, 
measures of the per capita income, the domestic investment rate, exports and 
internal market size: 

28. Biersteker (1978) distinguishes four possible ways: of displacement: (1) 
displacement of small, artisan firms; (2) displacement of manufacturing firms by 
TNCs which produce similar goods; (3) change (shrinking) of market shares by 
indigenous firms; and (4) anticipated displacement in the sense that barriers to 
entry are raised by TNCs. 

29. On the special role of the pharmaceutical industry see Helleiner (1981), 
Gereffi (1978, 1983) and Kirim (1986). 

30. Again there are important differences between industrial sectors: the 
employment effects of TNCs in the mining sector are generally very limited, but 
in manufacturing they can be significant, depending on the technology applied. 

31. In their analysis of the United Kingdom, Hood and Young (1983) find this 
behaviour especially relevant for American TNCs. 

32. See also the vast literature on the protection of indigenous industries against 
foreign competitors (Krueger and Tuncer, 1982; Lall, 1978). 2 

33. In addition Bollen (1983) demonstrates a negative relationship between 
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economic dependence and political democracy. 

34. The article by Useem (1980) represents one of the best overviews of the state 
of the art in this field of research. 

35. This concept dates back to Marxist theorists (like Hilferding) and has 
recently experienced a renaissance. 

36. He demonstrates a drastic increase in managerial control at the beginning 
of the century, following the implementation of very stringent antitrust laws. The 
share of managerial control, however, has dropped since. 


9 


l INTERNATIONAL ECONOMICS AND 
DOMESTIC POLICIES. 


Gary Gereffi 


Industrialization has been the hallmark of. national development 
in the twentieth century. The timing, geographical spread and 
consequences of this industrial growth have been. uneven, 
however. The United. States rose toʻa position of unparalleled . 
economic and political dominance in the two decades after the 
Second World War, but by the 1970s the hegemonic role of the 
United States in the capitalist world economy was being 
challenged by Japan and the Federal Republic of Germany, which 
surpassed the United States in economic competitiveness. In addi- 
tion, a number of newly industrializing countries (NICs) in Asia, 
Latin America and elsewhere have succeeded in significantly 
expanding their world share in the production and export of 
manufactured goods, which has allowed tliem to penetrate key 
markets in the advanced industrial countries and rival the global 
dominance of producers from the core nations (see OECD, 1979). 
This dispersion of manufacturing activities throughout the Third. 
World, based initially on low-cost, labour-intensive processes, has: 
also weakened the bargaining power of the shrinking numbers of 
industrial workers in the advanced economies, who face increas- 
- ing pressure on their jobs, wages and working conditions. 

These changes in the global economy have interacted in com- 
plex ways with domestic policies, especially in the developing 
world. The emergence of a global manufacturing system followed 
a period of world economic slump (the Great Depression of the 
1930s, when most countries turned inward) and the severe disrup- 
tion of the Second World War. Many Third World nations 
responded to the plummeting commodity export prices of the late 
1920s and early 1930s by moving quickly towards systematic 
policies of import-substituting industrialization (ISI).! While the 
manufacturing output of advanced countries declined precipi- 
— tously.during the 1930s, the Second World War production 
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demands actually had an expansive impact on the Third World 
countries who helped supply the belligerent powers (Gordon, 
1988: 34-5). | 

The postwar economic expansion of the United States as the 
hegemonic leader of the capitalist world economy was fuelled by 
a decade of reconstruction in Europe and Asia. The revitalization 
of direct foreign investment (DFI) and international trade laid the 
groundwork for a new international division of labour, based on 
increasingly complex networks of industrial production and 
sourcing and new forms of geographical specialization (Froebel et 
al., 1981). The leading economies in Latin America (Argentina, 
Brazil and Mexico) sought to deepen their industrialization in the 
mid-1950s by opening their doors to new waves of DFI from the 
United States, Western Europe and eventually Japan. Whereas 
foreign investors in Latin America had traditionally concentrated 
on export-oriented projects in mining, oil and ‘agriculture, 
postwar DFI emphasized import-substituting investments .in 
advanced .manufacturing industries liké automobiles, chemicals,: 
machinery and pharmaceuticals, whose output was destined 
primarily for the relay. large domestic markers in Latin 
America. 

A set of East Asian NICs (Hong Kong, AT South Korea 
and Taiwan) took advantage of the extraordinary dynamism in 
the world economy in a different way in the 1960s, and began to 
pursue policies of export-oriented industrialization (EOI) in order 
to generate foreign exchange via manufactured exports.. During 
this initial phase of export expansion, the high growth of the Fast 
Asian NICs was founded on light, labour-intensive industries like: 
textiles, garments and electronic equipment. In subsequent 
phases, however, South Korea, Taiwan and Singapore achieved. 
success in much heavier industries less well suited to their natural 
factor endowments (limited raw materials, unskilled labour, and 
small markets), such as steel, petrochemicals, shipbuilding, 
vehicle manufacture and computers. 

The development experiences of the Latin American and East. 
Asian NICs. raise a number of important issues about the relation- 
ship between economy and society. They show, first of all, that 
economic and political development cannot be examined in isola- 
tion from each other. International economic. factors have shaped 
in significant ways the paths of national development in the 
NICs, but at the same time one needs to look closely at the role 
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played by. domestic policies, institutions and social coalitions in 
order to understand how individual countries responded to the 
opportunities and. constraints presented by the global economy. 

An interventionist, developmentally oriented state ‘is common 
to all of the NICs, with the exception of Hong Kong (for the East 
Asian cases, see Johnson, 1987; Cheng, 1990; and Wade, 1990). 
Initially, strong state action was required to implement the 
economic policies associated with the early stages of ISI and EOI 
development strategies. In the recessionary environment of the 
1970s and early 1980s, however, it soon became clear that ISI and 
EOI: were: complementary rather than mutually exclusive 
approaches, and a more flexible set of state policies was needed. 
Import-substituting governments were forced to promote exports, 
and export-promoting governments generally controlled imports, 
in order to earn or conserve scarce foreign exchange. State inter- 
vention thus was a means by which individual countries could 
transform their ties to the international economy, presumably to 


‘their benefit. A comparative historical analysis of the NICs allows 


us to examine, therefore, the possibilities and limits for restruc- 
turing domestic policies and institutions in order to create new 
bases of comparative advantage in the world system.? 

This chapter will focus on the four most prominent NICs in 
Latin America and East Asia: Brazil, Mexico, South Korea and 
Taiwan. These countries have been selected for several reasons. 
First, they have achieved the levels of economic growth, industrial 
diversification, and export potential that define relatively 
successful industrialization in the Third World (see Gereffi and 
Wyman, 1990). Secondly, as regional pairs these countries are 
usually taken to represent two distinct development orientations: 
Mexico and Brazil have given primacy to an inward-oriented 
(import-substituting) model of development, while South Korea 
and Taiwan are associated with an outward-oriented (export- 
promoting) model.(Balassa, 1981: :1—26). 

"These countries vary not only in their broad development 
strategies, but also in. the ways they are linked to the world 
system. Foreign aid, DFI, international debt, foreign trade, and 
geopolitical factors have all played distinctive roles in shaping: 
each nation's development trajectory. We can thus examine the 
degree to which these external linkages are opportunities for or 
constraints on national development. 

This:chapter is organized in three parts. First, the phases of 
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industrial development in the Latin American and the East Asian 
NICs are compared, with an emphasis on their periods of com- 
monality, divergence and convergence. This overview identifies: 
several critical turning points in each country's industrialization 
experiencé, which are related both to the international context 
: and to the domestic underpinnings pi their national OPYCIOPIDEDE 
strategies. 

In order to help account for the similarities and differences in 
the development trajectories of the Latin American and East 
Asian NICs, the second section outlines a crisis-induced model of 
policy change that focuses on the international and domestic 
constraints associated with inward-oriented and outward-oriented 
industrialization. Standard economic’ explanations emphasize 
market size, natural resource endowments and human capital as 
the main determinants of the ISI and EOI development paths of 
the Latin American and East Asian NICs, respectively. An 
emphasis on these factors alone, however, is inadequate as a 
characterization of policy shifts in these countries. I propose, in 
contrast, a more political and institutionally based explanation of 
‘ the development trajectories of the NICs. Economic policy 
. changes and industrial shifts, in this view, are seen.as a response 
to recurrent and often predictable crises in ISI and EOI AOE 
ment strategies. 

The third and final section of this chapter uses this crisis model 


of policy change as a basis for providing a systematic explanation’ 


of both the divergence and convergence in Latin’ American and 
East Asian development patterns. In particular, I argue that the 
foreign exchange bind associated with the early phases of ISI was 
handled in quite different ways in each region. A key factor was 
the ability of the Latin American NICs to finance ISI.from. land- 


based rents (natural resource ‘export. revenues and tax’ proceeds), 


as opposed to the reliance of Taiwan and South Korea on massive 


infusions of foreign aid from the United States in the 1950s and 


1960s to cover their sizeable trade deficits and fixed investments 
in import-substituting industries. This contrast had profound 
implications for the subsequent divergence of development 
strategies in the two regions (ISI deepening in Latin America and 
the growth of manufactured exports in East Asia). Similarly, the 
convergence of the Latin American and East Asian NICs toward 
‘mixed’ strategies of import-substituting and export-oriented 
industrialization in the 1970s and 1980s is also ‘attributable to 
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inherent limitations within each strategy that make an exclusive 
reliance on either unsustainable in the long run. 


Development Patterns in Latin. America and East 
Asia: Commonalities, Divergence and Convergence 


The NICs in Latin America and East Asia vary in both the timing 
and sequences of their industrialization efforts. A useful way to 
conceptualize their trajectories is in terms of historical-structural 
development patterns. These have three dimensions: (1) the lead- 
ing industries that structurally define the development process; 
(2) the transnational economic linkages that are used to finance 
it; and (3) the major economic agents relied on to implement and 
sustain development. 

Based on a broad historical view of industrialization in Mexico, 
Brazil, South Korea and Taiwan, one can identify five main 
phases of industrial development. Two of these are inward- 
looking: primary ISI and secondary ISI.: The other three are 
outward-looking: a commodity export phase, and primary and 
secondary EOI. The subtypes within the outward and inward 
approaches are distinguished by the kinds of product involved. In 
the commodity export phase, the output typically is unrefined or 
semiprocessed raw materials (agricultural goods, minerals, oil and 
so on). Primary ISI entails a shift from imports to the local 
manufacture of basic consumer goods, and in almost all countries 
the key industries during this phase are textiles, clothing, foot- - 
wear and food processing. Secondary ISI involves using domestic 
production to substitute for imports of a variety of capital- and 

* technology-intensive manufactures: consumer durables (e.g. auto- 
mobiles), intermediate goods (e.g. petrochemicals and steel), and 
capital goods (e.g. heavy machinery). Both phases of EOI involve 
manufactured exports. In primary EOI these tend to be labour- 
intensive products, while secondary EOI includes higher value- 
added items that are skill intensive and require a more extensively 
developed local industrial base. The principal phases of industrial 
development for the Latin American and East Asian NICs are 
outlined in Tables 1 and 2. i 

Each regional pair of NICs has followed a sequence of develop- 
ment phases that closely approximate the import-substituting and 

—export-oriented ideal types outlined here, plus a ‘mixed’ strategy 
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in the most recent period. An analysis of these sequences, as . 


^ 


shown in Table 1, suggests the following conclusions: First, the 
contrast often made between Latin America and East. Asia as 
representing inward- and outward-oriented development models, 
respectively, is oversimplified. While. this distinction is 
appropriate for some periods, an historical perspective shows that 
each of these regional pairs of NICs has pursued both inward- 
and outward-oriented approaches. Rather than being mutually 
exclusive alternatives, the ISI and EOI development paths in fact 
are complementary and interactive. 

Second, the initial phases of industrialization — commodity 
exports and primary: IS] — were common to all four of the Latin 
American and East Asian NICs. The subsequent divergence in the 
regional sequences stems from the way in which each country 
responded to the basic problems associated with the continuation 
of primary ISI. These problems included balance of payments 
pressures, rapidly rising inflation, high levels of dependence on 
intermediate and capital goods imports, and low levels of 
manufactured exports.’ ; 

. Third, the duration and timing of these: development patterns 
vary by region. Primary ISI began earlier, lasted longer, and was 
more populist in Latin America than in East Asia. Timing helps 
explain these sequences because the opportunities and constraints 
that shape development choices are constantly shifting. The East 
Asian NICs began to emphasize the export of manufactured 
products during a period of extraordinary dynamism in the world 
economy. The two decades that preceded the global economic 
crisis of the 1970s saw unprecedented annual growth rates of 
world industrial production (approximately 5.6 percent) and. 
world trade (around 7.3 percent), relatively low inflation and high 
employment rates in the industrialized countries, and stable inter- 
national monetary arrangements. The expansion of world trade 
was fastest between 1960 and 1973, when the average growth rate 
of exports reached almost 9 percent. Starting in 1973, however, 
the international economy began to enter a troublesome phase. 
From 1973 to the end of the decade, the annual growth in world 
trade fell to 4.5 percent as manufactured exports from the 
developing countries began to encounter stiffer protectionist 
measures in the industrialized markets. These new trends were 
among’ the factors that led the East Asian NICs to begin to 


..modify their EOI approach in the 1970s. 
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Fourth, the development strategies of the Latin American and 
East Asian NICs show some signs of convergence in the 1970s 
and 1980s. To support this convergence thesis, it is necessary to 
distinguish two sub-phases during the most recent period. In the 
1970s Mexico and Brazil began to expand ‘both their commodity 
exports (oil, soybeans, minerals, and so on) and manufactured 
exports, as well as to accelerate their foreign borrowing, in order 
to acquire enough foreign exchange to finance the imports 
necessary for furthering secondary ISI. South Korea and Taiwan, 
on the other hand, emphasized heavy and chemical industrializa- 
tion from 1973 to 1979, with a focus on steel, automobiles, ship- 
building and petrochemicals. The objective of heavy and chemical 
industrialization in East Asia was twofold: to develop national 
production capability in these sectors, justified by national 
security as well as import-substitution considerations; and to lay 
the groundwork for more diversified exports in the future. Thus 
the Latin American and East Asian NICs felt the need to couple 
"their previous strategies from the -1960s (secondary ISI and. 
primary EOI, respectively) with elements of the other strategy in . 
order to derive the complementary benefits from simultaneously : 
pursuing inward- and outward-oriented approaches. 

There were further pressures in the 1980s towards convergence. 
The oil price shock of 1979-80, rising international interest rates, - 
and growing protectionism in the advanced industrial countries 
combined to push all four of the Latin American and East Asian 
NICs to adopt similar adjustments in their development strategies 
(see Cheng and Haggard, 1987; Kaufman, 1990). These domestic 
policy shifts may be described as efforts to promote stabilization, 
privatization and internationalization. Stabilization measures 
sought to reduce inflation in the NICs by using the conventional 
policy tools of fiscal restraint and monetary control, together 
with restrictions on wage increases. Privatization meant a turn in 
all four countries to a more market-oriented style of economic 
management. This involved a move away from discretionary, 
. sector-specific interventions and toward indirect, non-discretionary 
supports (such as incentives for research and development, and 
manpower training), deregulating foreign exchange controls, 
liberalizing imports, limiting the role of state-owned enterprises, 
and lessening government influence over banks and credit. Inter- 
nationalization refers to measures taken in all four NICs to open 
up their domestic markets by removing restrictions on direct 


` 
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foreign investment, especially in the service sector {including 
banking, insurance, hotels and retail stores). 

Notwithstanding these notable forms of convergence, there 
were also significant national variations among the NICs during 
this period. Heavy and chemical industrialization in the East 
Asian nations had similar goals, but in Taiwan the principal 
domestic agents were state enterprises, while in South Korea this 
phase of development was primarily carried out by large private 
industrial conglomerates (chaebols). This also had implications 
for the kind of industrial restructuring that was emphasized in, 
each country in the 1980s. There were common export promotion 
efforts focusing on a new range of ‘strategic’ high-technology 
industries, such as semiconductors, computers, telecommunica- 
tions and computerized numerical-control machine tools. In this 
phase of secondary EOI, there was less of a concern with export 
volume from. labour-intensive. industries, and much more. 
emphasis: on ‘increasing the value-added in capital- and tech- 
nology-intensive industries. In Taiwan, however, industrial 
restructuring also implied a rationalization in which mergers and 
joint ventures were encouraged: in sectors like automobiles, 
advanced electronics and heavy machinery in order to overcome 
the limitations of the predominantly small-scale manufacturing 
firms on the island. In South Korea, industrial restructuring had 
an opposite meaning: namely, reducing the level of concentration: 
among the chaebols by giving greater attention to small and 
medium-sized firms which are central to the diversified export of 
light manufactures. 

Whereas exchange rate liberalization in East Asia led to the 
appreciation of local currencies in Japan, Taiwan and South 
Korea, in the Latin American NICs there was a sharp devaluation- 
of their currencies. In Mexico, this led to.a spectacular increase 
of labour-intensive manufactured exports from the maquiladora 
(bonded-processing) industries located along the US border, and 
also a renewed inflow of direct foreign investment in the mid- 
1980s: Brazil has had a more diversified profile in terms of 
manufactured exports; especially in consumer durables (like auto- 
mobiles and auto parts), steel, capital goods and armaments. This 
reflects Brazil’s more successful and sustained’ secondary ISI 
investments in the late 1970s. Thus the East Asian and Latin 
American NICs still show some differences in emphasis with 
regard to production structures, but all. four NICs have moved to. 
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a more advanced stage of industrialization in which secondary ISI 
. and secondary EOI are combined. : 


A Crisis Model of Policy Change in the NICs: The 
Limits ‘of ISI and EOI 


This Gvern of the development sequences of the - Latin 

American and East Asian NICs has brought to light several 
critical turning points in each. country’s industrialization 
experience. This raises a number of key questions. What causes 
the broad cross-regional development patterns — commonalities, 
divergence and convergence — that have been noted? When’ a 
particular. development approach is no longer viable, what factors 
influence a country's choice of subsequent strategy? In particular, 
why did:Latin American ‘NICs respond to a crisis in primary. ISI 
by a continued emphasis on supplying the domestic market 
through secondary ISI, while the East Asian NICs responded to 
a similar crisis by adopting an export-oriented approach? Why 
did the NICs in both regions appear to be converging toward a: 
‘mixed’ model in the 1980s which is simultaneously inward- and 
outward-oriented? i " EO o 

To answer these questions one iede: a pras perspective 
on policy change that-is both. historical and structural. As a start- 
ing point, it ‘is important to distinguish between development 
*patterns', which are clusters of interrelated economic outcomes. 
(see Table 2), and development ‘strategies’ (Table 1), which can 
be defined as 'sets of policies that shape a country's relationship 
to the global economy and that affect the domestic allocation ‘of 
resources among industries and distinct social groups’ (Gereffi 
and Wyman, 1987: 11). Development strategies thus define and 
mediate a-country’s relationship to the international environment, 
as well as embodying domestic RHONE regarding economic 
growth and equity. 

Government decision making in capitalist societies is orta: 
pragmatic and incremental rather than strategic, responding to: 
immediate crises and short-term dilemmas rather than: to long- 
range plans and comprehensive schemes for change (see Kauf- 
man, 1990; Cheng, 1990). With regard to the NICs, the discussion 
of ‘import substitution’ and ‘export promotion’ is frequently 
misleading because this distinction is ignored: the domestic policies 
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associated with ISI and EOI can refer to short-term. defensive 
tactics as well as long-term development strategies. The fact that 
many economic policies are motivated by crisis situations. does 
not invalidate the notion of development strategies, though, since 
they still retain much of their ‘capacity to influence subsequent 
decisions even if they emerge as post hoc constructs. 

The main crisis.situations that generate defensive reactions or 
strategic shifts are of two sorts. There are external crises, such as 
wars, world economic depressions, or severe raw material short- 
ages (for example the oil crisis of the 1970s). These crises test a 
country’s capacity to adjust -to a radically changed external: 
environment, but they are not usually predicted or planned for in, 
advance. In addition to these catastrophic external events, there 
are also developmental crises inherent in particular development 
strategies, such as ISI or EOI. These developmental crises are the 
result of systematic constraints that lead countries periodically to. 
modify or adapt a given economic orientation. 

‘To better understand. this process, of crisis-induced policy 
change, one must examine both: the motives: and the limits 
associated with ISI and EOI. The original justification given for 
ISI in Latin America was not that it was an economic panacea, 
but rather that it allowed nations in the region to take advantage 
of particular opportunities presented by their abundant. natural - 
resource base and relatively large domestic markets. Thus. it 
presented greater possibilities for industrial diversification and 
increases in GDP per capita than the commodity export model 

Similarly, the East Asian nations had varied motives for under- 
taking EOI. For Taiwan and South Korea, it.was primarily a: 
means of acquiring needed foreign exchange when the US govern- 
ment announced in the late 1950s that it planned to reduce 
official aid -disbursements to these countries; Hong Kong, as a 
commercial:entrepót; had no industrial alternative to EOI because 
it had a small domestic market and no agricultural hinterland; 
Singapore turned to EOI for reasons similar to Hong Kong’s 
when it was dissociated: from Malaysia; one of Malaysia’s 
primary goals in adopting EOI was employment- creation; and 
Indonesia was strongly inclined to move toward EOI when its oil 
revenues began to fall; The fact that countries adopted EOI for 
different reasons is important in .order to know the conditions 
under which this strategy is viewed as successful by the countries : 
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pursuing it. The choice of EOI or ISI for whatever purpose, 
however, implies potential constraints. 

As a development strategy, ISI confronts four main limitations: 
The first is that, paradoxically, given its advocacy on the grounds 
of enabling countries to escape from the foreign exchange bind 
associated with late industrialization, it tends to cause even 
greater foreign exchange vulnerability. This is because ISI is 
import intensive, and gives rise to the need for more intermediate 
and capital goods imports to the extent that consumer goods 
production advances. Indeed, secondary ISI was relatively 
successful in Latin America because it was implemented during a . 
period of unusually favourable commodity prices induced by the 
Korean War (Fishlow, 1985: 128). A related problem is that stan- 
dard. ISI. policies like overvalued CAIRNE: rates tend to 
discourage exports. 

Second, : import substitution also gives rise to oi 
imbalances. Industrial production tends to be emphasized at the 
expense of agricultural output. Food production in Latin America 
has not been able to keep pace with urban demand, and industry 
has been unable to generate enough jobs to absorb the effects of 
rapid population growth and migration to the cities. In addition, 
agricultural exports have a tendency to fall, thus further reducing. 
the availability of foreign ‘exchange. 

Third, ISI tends to generate fiscal disequilibria as the state has 
increasingly been called upon to subsidize the continuing invest- 
ments in industry from its own revenue. This leads to a vicious 
circle: increased government expenditure fuels accelerating infla- 
tion, which aggravates the balance of payments problem by 
further overvaluing the exchange rate, thus curbing the appetite 
of private sector entrepreneurs for productive investment in 
export industries. 

Finally, there were real limits to ISI’s Sotedtial as a source of 
continuous economic growth, given the severe income inequalities 
that characterized Mexico, Brazil, and most of the other Latin 
American nations. In addition, the capital-intensive technology 
used in advanced ISI industries diminished its job creation impact 
(Sunkel and Paz, 1970: 361-3). Paradoxically, the export sector 
not only induced the ISI process, but also constituted a real limit 
on it. The success of ISI in the finished consumer goods sector 
did not truly substitute for imports in an absolute sense, but 

-rather displaced imports toward the intermediate and capital 
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goods industries that would become the ultimate target of ISI 
efforts. i : nA WS 

Although EOI has been viewed by some as the new ‘develop- 
ment orthodoxy’ for Third World nations based on: the extra- 
ordinary dynamism achieved by the so-called ‘Gang of Four’ 
(Hong Kong, Singapore, South Korea and Taiwan) in East Asia, 
it should be emphasized that EOI is not a universal route to 
success either. Three conditions must be present for EOI to 
produce good results: (a) the maintenance of favourable prices 
for exports and stability in the prices of imports; (b) continued 
economic growth in key overseas markets, typically the United 
States, Western Europe and Japan; and (c) a non-protectionist 
world trading atmosphere. By the late 1970s, the existence of each 
of these conditions was being called into question. 

There are also other vulnerabilities inherent in EOI. The first 
is what can be called a ‘fallacy of composition’ — if all 
developing countries tried to pursue export-led growth at the 
same time, the ensuing competition would drive down the gain 
for all (Fishlow, 1985: 138). A high degree of openness has two 
related disadvantages: it makes an economy more susceptible to 
external shocks, and the marginal gains from trade tend to 
diminish as economies become progressively more open. It is 
also important to note that EOI, like ISI, is import intensive. 
It requires a high volume and diverse range of imports to satisfy 
the input needs of a rapidly expanding export economy, 
especially one that is small or lacking in natural resources. 
Finally, EOI employment i$ often more unstable than traditional 
manufacturing employment, particularly if foreign-dominated 
export-processing zones are a main component of a country's 
export structure. 

An analysis of the constraints inherent in ISI and EOI is crucial 
in order to clarify the nature of the development choices facing 
the NICs. Both ISI and EOI are susceptible to recurring balance 
of payments problems, rooted. in a negative trade balance, heavy 
foreign indebtedness, the flight of substantial amounts of private 
capital, and so on. When confronting a balance of payments 
problem,.a nation has.a variety of possible options. The most 
obvious are: (a) increase exports via primary commodities or 
manufactured items; (b) decrease imports, which could involve 
import-substituting local production (by foreign or local 
companies), the restriction of imports (for example to essential 
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items), or simply doing without most imported goods which runs 
the risk of a severe recession; and (c) finance imports through 
economic aid, borrowing from abroad, or domestic savings. . 
These options will be examined below in terms of the different 
industrial paths the Latin American and East Asian: NICs took 
after primary ISI. ‘ ‘ 


Explaining Divergence and Convergence in Latin 
American and East Asian Development. 


Thus far I have identified key turning points or periods of transi- 
tion in the development patterns of the Latin American and East 
Asian NICs (Table 1), with the preceding section indicating that 
these structural choice points are in part the product of systematic 
constraints or vulnerabilities inherent in the particular develop- 
ment strategies pursued by each country. Attention will now be 
focused on two major transitions highlighted by this cross- 
regional comparison: the divergence of. the secondary ISI and the 
primary EOI approaches favoured by.the Latin American and 
East Asian NICs respectively, following their common experience 
with primary ISI; and the convergence of the Latin American and 
East Asian NICs around ‘mixed’ ISI-and EOI strategies in the 
1970s and 1980s which ponerse) retain strong elements. of 
national diversity. . 

. An analysis of these turning points is important because it 
sheds light on the.elements of domestic policy choice that shaped 
the.decisions that pushed the development process in one of 
several possible directions. Whether these decisions are strategic 
or incremental, they reflect the kinds of internal and external 
pressure that lead nations along different industrial. paths. 


Cross-Regional Divergence: Secondary ISI in Latin 
America vs. Primary EOI in East Asia 


The fact that the Latin American and East Asian NICs went 
through a similar phase of primary import substitution is not 
unusual, since every country except Great Britain began its 
industrialization efforts this way. What differentiates countries is 
' how and when they first experienced ISI, and what ISI led to. My 
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central argument is that we cannot understand the cross-regional 
divergence in development strategies in the Latin American and 
East Asian NICs without first examining how primary ISI was 
carried out in these countries. More specifically, given that one.of 
the distinguishing. (and limiting) features of ISI.is its import- 
intensive nature, the subsequent evolution of a nation's industrial 
development will be strongly influenced by how ‘early ISI’. was 
financed. 

A standard explanation of vii the Latin American and East 
Asian NICs diverged after primary ISI would focus on certain 
country-specific characteristics, especially natural resource endow- 
ments and internal market size. Economists have long argued that 
foreign trade is much more important to small economies than to 
large ones. With few natural resources and relatively small 
markets, this argument goes, the East Asian countries had no 
choice but to pursue. primary EOI. The Latin American countries, 
in-contrast, were thought to have had large enough potential 
markets, coupled with their diverse array of export commodities 
(for example minerals, petroleum, ap cuinural goods), to make 
secondary ISI feasible. . 

It would ‘be foolish to argue that factors such as natural 
resource endowments or size of the internal market do not play: 
a major role in the determination of national development trajec- 
tories. Confining oneself to these factors alone, however, asserts 
too narrow an explanation for the outcomes of policy delibera- 
tions. The correlation between a country's size and its economic 
policies, for example, is far from perfect. Furthermore, the East 
Asian NICs are not really small in market terms, relative to many 
other developing countries..A comparative analysis of the causes 
and consequences of development strategies must consider choice 
as a real. phenomenon: to be explained. 

The persistence of ISI in Latin America and. the turn to EOI 
in East Asia are both related to how primary ISI was paid for in 
the two regions. The existence of plentiful natural resources in 
Mexico and Brazil provided the wherewithal for deepening ISI 
(that is, carrying it into its consumér durable, intermediate and 
capital goods phases) in the late*1950s and 1960s, as export 
revenues and tax proceeds helped maintain very respectable 
growth rates. Financing ISI from land-based rents, however, 
shaped the style of industrialization in these countries in several 


— major ways (Keesing, 1981; Ranis, 1981).- 
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First, abundant natural resources allow a country to postpone 
or avoid making its industries competitive at a world level, since 
resource-rich economies are often characterized by overvalued 
exchange rates, protected domestic markets, relatively high wages 
in the non-agricultural sector, low real interest rates, and infla- 
tionary pressures generated by monetary expansion. Hence it has 
proven difficult for the Latin American nations to expand their 
manufactured exports amidst booming commodity exports. 

Second, even when episodes of policy liberalization are 
recorded in an effort to improve competitiveness, the system is 
' much more vulnerable to backsliding in response to inevitable 
oscillations in the terms of trade. This produces the familiar 
liberalization/interventionist cycles in Latin America as external 
shocks are felt and then recede.’ 

Third, when the state decides to use a country's resource wealth 
to subsidize ISI, a particularly durable supporting social coalition 
tends to be formed, including not only the raw material exporters 
themselves but also urban industrialists, organized labour, and 
the civil servants who parcel out the specific benefits of ISI. This 
reduces the willingness or capacity of the state to withdraw the 
‘goodies’ from the major vested interest groups when a change is 
deemed necessary. 

Finally, ISI in the Latin American NICs has tended to exacer- 
bate rather than ameliorate their dismal income distribution situa- 
tion. It did nothing to improve the sectoral articulation within 
these economies, it was insufficiently labour intensive and decen- 
tralized to have much of a job creation impact (especially secon- 
dary ISI), and ultimately it led to the deterioration of the 
agro-extractive export sectors that were its main domestic source 
of economic backing. E 

The financing of primary ISI in the East Asian NICs was 
radically different. Taiwan and South Korea, lacking an abun- 
dance of traditional natural resources, paid for ISI in the 1950s 
and early 1960s with massive inflows of foreign aid from the 
United States. It is widely acknowledged that the Korean and 
Taiwanese economies could not have survived ‘in the 1950s 
without American assistance. Between 1951 and 1965, $1.5 billion 
in economic aid and $2.5 billion in military aid was sent to 
Taiwan by the United States; South Korea received a similar 
amount of American aid in the 1953-61 period, with $2.6 billion 
earmarked for economic assistance and $1.6 billion for military . 
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assistance. Aid financed 40 percent of fixed investment iù Taiwan 
and 80 percent in South Korea. Concessional capital flows were 
used to purchase 70 percent of the imports coming into South 
Korea,'as well as to pay 90 percent of the balance of trade deficit 
in Taiwan (Jacoby, 1966; Cole, 1980). 

Despite the geopolitical importance of these two. nations to the 
United States as bulwarks against Asian communism, as articu- 
lated by George Kennan's .famous ‘containment doctrine’, 
American aid of this magnitude could not continue indefinitely. 


When US aid officials announced in the late 1950s that this 


foreign assistance was going to be curtailed, it forced Taiwan and 
South Korea to address the question of where they would obtain 
needed foreign exchange once the aid flows ceased. The US ` 
government took advantage of the vulnerability of these two 
countries and lobbied hard to make continued aid conditional on 
a two-pronged shift in strategy in Taiwan and South Korea: a 
greater role for exports, thus replacing the ISI approach, followed 
in the 1950s; and more openness to private capital, especially 
direct foreign investment.* 

"The. differences in how the Latin American and East. Asian 
NICs financed primary ISI had profound implications for their 
subsequent development strategies. Mexico and Brazil could 
continue to rely on natural resource exports.to help pay for ISI 
after 1955, although an important new actor joined the coalition 
that supported ISI ‘deepening’ — transnational corporations 
(TNCs). These large foreign manufacturers. were. prominent in the 
industries that were to be the new sources of dynamism in the 
Latin American NICs: automobiles, electrical appliances, 
chemicals, pharmaceuticals, heavy machinery and so: on: (see 
Table 2). The hope was that by broadening the range of local 
production to include the consumer durable, intermediate and 
capital goods that were causing a big drain on these countries’ 
balance. of .payments, continued economic growth would. be 
assured (Gereffi and Evans, 1981). While these expectations were 
overly. optimistic, since the balance of payments deficits endemic 
to ISI have continued to plague Mexico and Brazil, the key point 
is that none of the main economic actors in these countries had- 
a strong interest in changing the logic of ISI in order to-promote 
competitive manufactured exports. 

Foreign capital, private and public, thus played very different 
roles in the Latin American and East Asian NICs during and after 
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primary ISI. The TNCs that came into Mexico and Brazil to help 
implement secondary ISI were initially .content to supply 
protected domestic markets, while some ‘of these same firms 
entered the newly established: export-processing zones in Taiwan 
. and South Korea in the late 1960s and early 1970s to produce 
manufactured items for export. The lesson here seems to be that 
economically powerful TNCs, under the right conditions, are’ 
susceptible to political pressures to contribute to either ISI or EOI 
development objectives. Thus Brazil and Mexico had some 


success in the 1970s, requiring foreign automobile manufacturers  . 


to generate increasing export revenues as a condition for continu- 
ing to supply their domestic markets (Gereffi and Evans, 1981; 
Bennett and Sharpe; 1985). 

: Jn Taiwan and South Korea, the foreign capital that financed 
primary ISI was public (government-to-government aid) rather 
than private (see Haggard and Cheng, 1987). This meant that the 
US government had considerable leverage over economic policy- 
making in these countries. It was, therefore, much more difficult 
- for the East Asian NICs to politically justify or ‘afford’ the 
continued protectionism implied by ISI because it contravened the 
interests of their principal financier (the United, States govern; 
ment). , ; 
Despite. the influente of the United States, Taiwan and South 
‘Korea did not simply succumb to US pressures. Vulnerability 
' doés.not assure compliance, and there were several ‘indications 
that both East Asian nations worked hard to expand their room 
for manoeuvre and choice. Contrary to the prevailing impression 
that Taiwan and South Korea moved inevitably and directly from 
primary ISI to primary EOI in the early to mid-1960s, in: fact 
both countries, motivated by defence considerations, flirted with 
the idea of secondary ISI before making the.transition to primary 
EOI. Korea's first Five-Year Plan (1962-6) was adapted from an : 
earlier plan that stressed ISI deepening as the: best means to 
achieve an integrated industrial structure, and between 1961. and 
1963 the military regime considered the. option of self-sufficiency. 
In Taiwan, .as. well; state. technocrats tried. secondary ISI: 
automobile assembly plants were built and a large steel mill 
conceived, both justified on national security grounds. However, 
the cost inefficiency of advanced ISI, an unfavourable balance of 
payments situation, and an increasingly acute problem of surplus 
labour militated against this choice (Cheng, 1990). 
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The decision.to: adopt EOI in. Taiwan and: South Korea was 
neither inevitable nor easy. But it did have a number of. positive 
consequences. for these countries. The economic gains: in indus- : 
trial competitiveness, full employment and steady growth in 
manufactured exports’ are among the most obvious, but. equally 
important perhaps is the fact.that EOI liberated the East Asian 
NICs.: from. their sense of acute vulnerability vis-à-vis US aid. 
officials. By the end of.1965 South Korea had.already reached a 
settlement with Japan that called for sizeable financial flows from 
Japan over the next decade, thus beginning the process of 
reducing its Speo on the United Abies: : 


The CUnpentanca of ISI and EOI in the 1970s and 
1980s: RECLINE National Diversiy - 


By the earlÿ 1970s the Latin American and East Asian NICs were 


‘ confronted by a'series of difficulties generated by the inherent 


QN 


constraints.of secondary ISI-and: primary EOI respectively, and 
were thus. forced to consider modifications of these approaches. 
Mexico and Brazil found their chronic balance of payments 
deficits growing larger in the-late 1960s and inflation was getting 
worse in both countries. At the start of the 1970s Taiwan and 
South Korea were facing a three-dimensional challenge: from 
below,: by emerging NICs ‘like the Philippines, Indonesia, 
Malaysia and Thailand who were competing in many of the same 
low-wage manufacturing export industries that East Asia’s ‘Gang 
of Four’ so successfully exploited during the: previous decade; 
from above, creeping protectionism: in the major markets for 
their industrial exports (the United States and the nations of 
Western Europe); and from within, ‘the shrinking labour pool; 
and hence rising wage levels, especially in.Taiwan, coupled with 
growing political unrest in South Korea. 

"Each country, as it turns out, tried to resolve the preblene of 
secondary ISI and primary EOI by incorporating elements of the 
other approach. The Latin American NICs adopted the strategy 
of diversified export promotion, but with continued ISI deepen: 
ing. In contrast to the commodity export model, the key feature 
of this approach was its emphasis on a diversification of exports; 
especially manufactures, rather than the quantitative expansion of 


— a single commodity or a small number of commodities. In 
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Mexico, this meant maintaining and even extending its extra- 
ordinary export variety (prior to the oil boom of the 1970s no 
‘single product, with the exception of cotton for a few years, had 
accounted for more than 10 .percent of Mexico's postwar 
exports); for Brazil this meant.a decline in the share of coffee 
from 42 percent of exports in the mid-1960s to 13 percent in 1974: 
(Gereffi and Evans, 1981: 42). Secondary ISI efforts continued in 
this phase, ‘especially in the intermediate and capital goods 
sectors. 

The East Asian NICs. were motivated to go into heavy indus- 
tries, especially steel and heavy machinery, in part by defence 
considerations. In 1973-4 both South Korea and Taiwan laun- 
ched heavy and chemical industrialization (HCI) programmes to 
upgrade their industrial structures. In both countries secondary 
ISI was selective rather than systematic; and it was designed to 
sustain rather than supplant national exports as the basis for . 

. growth. The East Asian NICs used secondary ISI to deepen EOI 
in different ways, however. South ‘Korea followed a ‘big push’ 
approach, in which HCI was turned into the new centrepiece of 
the country’s export structure; while Taiwan pursued a 
*gradualist' approach, based primarily on the strengthening of 
existing industries with the state becoming the principal producer: 
in HCI (Cheng, 1990). 

As in the preceding section, our understanding of the dynamics 
of these new development phases requires us first to return to the 
prior phase in order to highlight shifts in the key economic actors 
who were responsible for carrying these strategies out. Secondary 
ISI in the Latin American. NICs tended to rely on TNCs as a 
primary agent of ‘change because they possessed the requisite 
technology, capital.and managerial and marketing expertise for 
establishing the consumer durable, intermediate input and capital 
goods. industries implied by this approach. Nonetheless, the 
attempt at deepening was initiated without necessarily halting the 
expansion of primary ISI in response to growing consumer 
demand. 

Secondary ISI in Mexico did not advance as far as it did in 
Brazil, partly. for. geographical and historical reasons. Both its 
stable currency and its geographical proximity to the United 
States permitted Mexico to rely far more during the late 1950s 
and 1960s on imports of intermediate and especially capital goods 
in order to maintain high rates of growth, whereas Brazil had . 
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greater incentives to push for domestic production of machinery 
and assorted intermediate items. Mexico also had less room to 
manoeuvre because its economic ties with the United States were 
much closer. In Brazil as well as Mexico, ISI industries had 
similar patterns of ownership: local private companies were 
prominent in the consumer non-durable goods sector, state-owned 
firms tended to produce intermediate products such as steel, 
fertilizers and basic chemicals, while the TNCs were concentrated 
in the consumer durable and capital goods sectors (Evans and 
Gereffi, 1982). 

The export diversification/ISI-deepening es adopted by 
Mexico and Brazil in the 1970s.is one obvious response to the 
"balance of payments deficits created by secondary ISI, since it 
aimed to increase export revenues from two already established 
sources: the traditional natural resource industries, and the 
industrial TNCs who were being encouraged to add manufactured 
exports toan expanding list of national ‘performance require- 
ments’ upon which access to the domestic market.and local.incen- 
tives was conditioned. But a tremendous new: opportunity 
presented itself in the: 1970s. The main actor in this case was not 
TNCs, but rather large international commercial banks (see Table 
2) which had access to a seemingly inexhaustible supply of loan 
capital in the form of petrodollars following the 1973-4 oil price 
increases by the Organization of Petroleum Exporting Countries. 
The Mexican and Brazilian governments increasingly turned to 
loans to finance the investments required by their two-pronged 
strategy — i.e. a further deepening of their industrial sectors and 
an increase in exports. 

. The new opportunity soon turned sour, Beyer: ‘as soaring 
interest rates led many borrowers into an escalating debt crisis, 
with Brazil and Mexico leading the pack as the Third World's 
largest debtor nations. The International Monetary Fund. (IMF) 
became the key actor in managing the international debt crisis, 
and it made access to its structural adjustment loans contingent 
on sweeping policy reforms in the debtor countries. Ironically, the. 
IMFE, with its stabilization programme requiring economic 
liberalization and government austerity as a precondition for 
renegotiating a country's debt, has come.to play a policing func- 
tion in the current Latin , American policy-making arena 
analogous to that asserted by US aid: orice in Taiwan and 
-South Korea in the 1950s and 1960s. 2 EE 


254 . m s G. Gereffi. 


Although they are facing a similar constraint with their massive- 
'. debt burdens, Mexico. and Brazil have responded to the situation 
very differently. In the late 1970s Mexico opted-to turn to an oil- 
led development strategy, with à curious twist. Petroleum became 
the country's dominant export item, accounting for. two-thirds of 
total exports by 1980, with taxes paid by PEMEX, the state oil 
monopoly, ‘accounting for one-quarter of total government 
revenue. Although a sudden export boom of this sort usually 
leads to the accumulation. of-considerable foreign exchange by the 
Tesource-rich country, Mexico by contrast never permitted its 
imports to fall behind the rapidly growing oil exports: The result 
was a process of ‘import. desubstitution’, with imports accounting 
for an increasingly important portion of total domestic supply for’ 
. consumer, capital - and. intermediate goods alike (Hirschman; 
.1987; Villarreal, 1983). Mexico's trade balance was consistently 
negative throughout-the 1970s, with imports. occupying an ever 
larger share of GDP from 1976 until 1981, when: drastic HER 
cuts .were imposed. i 

Unlike: Mexico, which utilized dones loans to State 
. imports, Brazil used its debt-primaïily to finance ISI deepening in 
large-scale industrial and. infrastructural projects in the 1970s.. 
This process of ‘forced-march industrialization’ (Hirschman, 
1987: 19-22) has resulted in a very large export surplus -since 
1983, attributable both to a-vigorous expansion in exports (mostly 
of manufactures): and:to a deep cut in imports. The paradox is 
that, in a period of. high petroleum prices (1973-85), oil-rich 
Mexico, has suffered serious economic setbacks, while- oil-poor 
and oil-hungry Brazil has made notable industrial advances.  : 

The attempt of the East Asian NICs to combine EOI with ISI : 
has. run into problems of its own. For example, the’ export ` 
superiority of the East Asian NICs does not necessarily translate : 
into à positive trade balance. South Korea’s trade balance was’ 
negative "every. year from 1957 until 1984. Taiwan performed 
“much better than its.East Asian neighbour in this regard, with - 
positive trade balances in all but two of the years from 1970-to 
1984.? Thus while. EOI has succeeded in generating substantial 
exports for the:East Asian NICs, -this has often been counter- 
balanced by an even greater need for imports, confirming the 
assertion that EOI, like ISI; is import intensive. 

` In the mid-1980s there were signs that the export strategy of the 
East Asian NICs might be facing serious difficulties on the . 
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horizon.. The possible EOI demise was based on several short- and 
medium-term tendencies: a recession in the' United States, a 
longer-term slowdown in the.computer and electronics industries 
(which are leading components of East Asia’s global export 
performance), ‘and the perception of rising : protectionist 
sentiments in the US Congress. By September 1985, 300 pieces of ` 
trade legislation were coming up for congressional debate; 
retaliatory sights were focused not only on Japan (with whom the 
US ran a $50 billion deficit), but also Taiwan (a $13.6 billion 
deficit), Hong Kong ($5.8 billion), and South Korea ($4 billion). . 
There were strong protectionist pressures for heavy restrictions on 
imports oL textiles and footwear co Eastern Economic Review, 
1985a). : 

The United States is the region’s largest trading Satine taking 
half of Taiwan’s ‘exports, 44 percent of Hong Kong’s, 40 percent 
of South Korea’s and 20 percent of. Singapore’s. As a result of 
this trade dependence, slow growth in the US economy has made 
deep cuts into the imports of many Asian-made goods. Singapore 
was perhaps the hardest hit country,’ registering a 2 percent 
growth rate during 1985, with an 18 percent-drop. in exports. 
South Korea registered a 26.6 percent fall in exports of colour 
television: sets to the United States, and a 47 percent drop in 
orders to its shipbuilding industry (US News and World Report, 
1985). 

The problem is one of increasing competition: favole not: 
only other NICs but also developed countries. Lack of adequate 
financing from foreign sources could undermine the East Asian : 

NICs’ ability to make the transition to automation.of manufac- 
` turing plants that would allow these nations, which have under- 

gone consistent increases in their labour costs, to face competition 
from the United States and Western Europe. Recent efforts by: 
South Korea to expand finished exports into Japan were 
countered by US intentions to enter the Japanese market as one 
of the results of their bargaining over protectionist measüres (Far 
Eastern Economic Review, 1985b). The tide may turn yet again, . 
however, as the dramatic strengthening of the Japanese yen is 
shifting the price advantage in export markets to the East Asian 
NICs. South Korea shapes up as the biggest winner because it 
competes most directly against Japan in autos, steel, and video- 
cassette recorders (Business Week, 1986). Korea's Samsung and 
_ Goldstar built 3.5 million VCRs-in 1986, instead of the projected 
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2.2 million. Perhaps the key to South Korea’s bid: for increased 
sales in the United States is the huge export drive surrounding the 
introduction of the Hyundai car on to the American market 
(Business Week, 1985). If successful, this would further South 
Korea's reputation as one of the world's premier export 
‘economies. : | 


Conclusions 


This review. of current development strategies of the Latin 
American and East Asian NICs shows these strategies to be in 
- flux and subject to a considerable amount of tension and poten- 
tial conflict. The NICs .continue to confront a variety of 
challenges, and ‘how they respond to these will shape their 
development paths in the future. One of Mexico’s biggest long- 
term economic challenges, beyond: its current debt bind, is 
industrial competitiveness. Although Mexico is located next to the 
world's biggest economy and it has a long standing border 
industrialization ‘programme to provide easy access for manufac- - 
tured exports to the US market, the inefficiency of Mexican 
industry has traditionally hindered it from being a major 
producer of. industrial exports. But recently Mexico's perfor- 
mance in this area has improved dramatically, with manufactured 
exports growing by 45 percent between April:1986 and April 1987 
(de María y Campos, 1987: 94). For Brazil, massive income 
inequality continues to be a brake on its efforts to become a fully 
integrated: industrial nation, since the effective internal demand 
for middle- and high-income products is severely restricted. In 
addition, there are the social and political tensions that this: crip- 
pling poverty generates, especially in a society undergoing the 
pressures associated with redemocratization (O'Donnell et al., 
1986). : 

South Korea and Taiwan.both face serious political challenges, 
but of different sorts. South Korea’s problems are largely inter- 
nal, given the rapidly escalating pressures to open ‘the “society 
politically. The recent wave of redemocratization experiences in 
Latin America almost surely has a profound demonstration effect 
elsewhere in the world, and nowhere is this of greater interest to 
the local population than in South Korea, where’ increasing 
economic prosperity has whetted people's appetite for greater. 


International Economics and Domestic Policies | 257 


political participation. Taiwan’s primary problem, by contrast, is 
one of international legitimacy. It withdrew from the United 
Nations in the early 1970s over the issue of its relationship to ` 
mainland China, and while its:economic successes can function. 
temporarily as a surrogate for fully recognized political 
sovereignty, Taiwan's future will be clouded until some form of 
mutually acceptable accommodation is reached with the People's 
Republic of China. ` 

What can "ultimately be learned from a cross-regional 
comparison of development patterns in Latin America and East 
Asia? This analysis, at the very least, should lead us to reject the 
false. dilemmas that are commonplace: in discussions: of the 
development experience of these countries. Growth vs. equity, ISI 
vs. EOI, agriculture vs. industry, market vs. the state — all are 
sterile distinctions that greatly oversimplify the process of rapid 
economic transformation that has characterized the NICs. 

The dichotomy between market. forces and government inter- 
vention misconceives the fundamental motivating principle at work 
in both regions, which revolves around their ability to forge flexi- 
ble and beneficial linkages with the world economy. What seems 
to distinguish the East Asian development experience is the effec- 
tive and highly dynamic relationships that have been established 
between the state and the private sector (see Johnson, 1987), not 
the dominance of' market forces, free enterprise and internal 
liberalization. Tlie contrast between the Latin American and East 
Asian NICs highlights the fact that domestic policies, local institu- . 
tions arid social coalitions play a major role in determining whether 
external linkages become opportunities and not BJU constraints on 
developing countries. 

This chapter has not sought to extol the virtues of either the 
Latin American or the East Asian paths of development, nor does 
it advocate the adoption. of ‘correct’ economic policies: or institu- 
tional arrangements. Historically conditioned patterns cannot be 
repeated, and policies or institutions that work well in one national 
setting may have quite different consequences elsewhere. Countries 
are capable of learning from each other, and highly selective adap- 
tation or emulation may prove successful. Whatever is ‘learned’, 
however, must be adapted to particular historical, cultural and 
political circumstances. The goals, needs and resources of the 
Latin American NICs are quite different from those of the East 
Asian NICs. The value of comparative and historical research is to 
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show how the experiences of the past in these nations can lead to 
a better appreciation of the possibilities in the present. 


Notes 


An earlier version of this chapter was presented at the American Sociological 
Association annual meeting in Atlanta, Georgia 24-8 August 1988. I would like to 
thank Christopher Ellison, Stephan Haggard, Miguel Korzeniewicz, Stephen 
Krasner, Ellis Krauss, Paul Lubeck and Mitchell Seligson for their helpful 
comments. : ` ' 

‘1. In Latin America, ‘the world slump of 1929-33 cut the purchasing power of 
the continent's exports by 60 percent, ‘and ended the possibility of much borrowing 
abroad. Most countries were obliged to suspend the convertibility of their curren- . 
cies, cut imports radically and take measures to stimulate the production of 

_ domestic substitutes’ (Harris, 1987: 17; also 74). 

2. The approach adopted in this chapter is compatible with ‘the new comparative 
political economy? perspective discussed in Evans and Stephens (1988). 

3. This section.draws on Gereffi and Wyman (1987). 

4. The problems associated with ISI in Latin America are discussed in Baer 
(1972) and Hirschman (1968). For an account of similar problems in the East Asian 
countries, see Lin (1973: 68-74) and Deyo (1987). 

5. Mexico's inability to maintain a consistent set of policies to promote manufac- 
tured exports since 1970 is a classic case of backsliding (see Villarreal, 1983; Mares, 
1985). 

6. Beginning in 1957, for example, the US government was. able to force South 
Korea to agree to a series of annual stabilization programmes as a prerequisite for 
continued aid. And when Korea was faced with a food shortage and rapidly declin- 
ing foreign exchange reserves in 1962-3, the United States conditioned its grain 
supply for the coming months on a 50 percent devaluation, a balanced budget and 
severe limitations on credit expansion (Cole, 1980: 22-3; also see Stallings, 
1990). : 

7. Actual exports during the 1960s far ouistripped the expectations of Korean 
planners. Moreover, the most productive sectors did not involve primary goods 
(such as fish, tungsten, raw silk, and swine), as the planners had predicted. Instead, 
roughly two-thirds of the total exports were manufactured goods, including a 
number of *unexpected' items such as textiles, clothing, plywood and steel (Hong, 
1979: 61-72). Thus the results of primary EOI were impressive, but largely unan- 
ticipated. ; l 

8. The Japanese agreement with South Korea called for $300 million in grants, ` 
$200 million in ‘soft’ loans, and $300 million in commercial credits : (Cole, 1980: 
23n). 

9. The US market has consistently accounted for between two-thirds and three- 
quarters of Mexico's import and export trade. Transnational corporations from the 
United States represent about 75 percent of total-direct foreign investment in 
Mexico. 

10. For South Kored, see IMF (1987: 494-5). Thé data for Taiwan comes from 
the Taiwan Statistical Data Book (1987: 208). 
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INTERNATIONAL F INANCIAL NETWORKS . 
AND INSTITUTIONS 


Richard Swedberg 


In a chapter of this kind, it might be good to start with some: 
definitions. By ‘international financial institution’ (also known as. 
IFIs in the literature) is basically meant official international 
financial organizations like the International: Monetary Fund, the 
World Bank and the Bank for International Settlements. ‘Inter-. 
national financial networks’ can be defined as those’ webs of 
interaction that develop.. -between . international financial . 
intermediaries (mainly banks) and, their: customers. From these 
definitions, it is clear that the international financial networks 
constitute a much larger topic than the IFIs. The latter. basically 
consist of a handful of organizations, most of-which came into- 
being after the Second World War. International financial 
networks, on. the other hand, can be found very far back in 
history, from at least the Middle Ages onwards. 

When one goes through the classics in economic sociology — 
Marx, Weber, Simmel and Sombart — one finds little on inter- 
national banking, and the concept.of international financial 
network is basically missing (for example Swedberg, 1987). The 
contemporary sociological literature is unfortunately not much. 
richer. A search in Sociological Abstracts for 1953-86 turns upa 
"few scattered references to international. banking but not much 
more.' Articles and books which deal directly with international. 
financial networks are missing. The literature on: IFIs, on the 
other hand, is more satisfying.” Here, as, will be shown, there 
are some well-made studies, and sociologists cari be said to have. 
made an interesting contribution to the debate.. - 

Given this state of affairs, this chapter then sets itself the-two . 
following tasks: (1) to'review the existing literature on the IFIs. 
and —-to the.extent that it exists — on international financial 
networks; and (2) to outline how sociologists can. go about study- , 
ing international firiancial newark; The- latter task has been 
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judged especially important since international financial networks 
constitute a much broader and fundamental area of study in 
economic sociology than the IFIs. 

On a general level, it should be added, this chapter is also 
intended as a polemic against the current use of the notion of 
‘network’ in economic sociology. This concept has mainly been 
used by today’s economic sociologists to denote the kind of struc- 
ture that emerges when a number of interlocking directorates is 
traced. The task of the sociologist interested in economic net- 
works, then, essentially boils down to analysing interlocks with 
the help of increasingly sophisticated quantitative measures, 
which have been developed: for this explicit purpose (see, for. 
example, the literature cited in Mintz and Schwartz, 1985). In my 
opinion, however, the current -analyses of interlocks present a 
very impoverished: version of what economic networks actually 
look like (see also Granovetter, 1985).. What. is needed — in the 
analysis of international financial networks as well as in economic 
sociology in general — is a much broader and richer notion E 
‘ networks in the economy. 

In order to show what such a notion of economic.network can 
be like, I have chosen to present here a couple of concrete 
examples of international financial networks. This way I hope 
that the reader will gain more of an idea of the problems that face 
economic sociologists than if I had. centred the discussion 
exclusively on the few sociological analyses that exist on the topic. 
The examples chosen are from three different periods; the 
fifteenth century, the nineteenth century and ‘the period after the 
Second World War. It should be mentioned that these three 
networks are generally considered the most important from a 
historical viewpoint.. By. choosing the “postwar period as one 
example we shall also; it. can be added, get an opportunity to 
touch on the relationship between the IFIs and the current inter- 
national financial networks. ' | 

In discussing each-of the three examples, I shall try. to use the 
existing sociological literature. as much as possible. I shall, 
however, also look at a variety of factors which are important to 
any network and which tend to be ignored in the current literature 
on interlocks. These include, among other things, the spatial loca- 
tion..of ‘the networks, the means of communication and the 
content of communication: For information on these aspects of 
the international financial networks, I have drawn: máinly on 
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historical works on international banking, such as those by David 
S. Landes (1958, 1969), Raymond De Roover (1963b) and S.D. 
Chapman (1984).-Much .of the information on the-current net- 
work comes from financial journalists, such as M.S. Mendelsohn : 
(1380). 


The International Financial Network i in the Middle. 
bi ; » 


Our first example of what an IFN can look like is from the 
Middle Ages. The specific example we shall use is the inter- 
national banking network ‘that. existed in fifteenth-century 
Europe. During this time the leading international banking house. 
was that ‘of the Medici family, and. I shall take the opportunity: ` 
to present the general organization of the Medici bank. inside as 
well as outside-Florence. Had I instead chosen to focus on some 
other of the legendary banking houses during the Middle Ages, 
such as the Fuggers or.one of the more outstanding Genoese 
families from the sixteenth century, it is:clear that the details 
would have been different. The general picture, however, would 
have remained more or less the same: in the sixteenth as well as 
the fifteenth century, banking was closely connected to inter- 
national trade; the main financial instrument was the bill. of 
exchange; and the major. customers of the international bankers 
consisted of a small circle of wealthy. merchants, aristocrats and 
representatives of the Church. In choosing fifteenth-century inter- 
national banking one also has.the advantage of being: able to 
draw on Raymond De Roover's superb scholarship. The follow- 
ing discussion, unless otherwise.indicated, is based on his works 
(De Roover 1948, 1955, 1963a, 1963b, 1974). 

-.In the fifteenth. century; international banking was totally. 
dominated by the Italians or, more precisely, by around 200 
merchant bankers from cities like Venice, Florence, Pisa, Siena 
and Genoa. In comparison to other merchants of the time, such 
as the Hanseatic merchants who controlled the Baltic trade, the 
Italians were very sophisticated in their business methods. They 
made use of double-entry book-keeping and the bill of. exchange, 
and they developed the: rudiments of commercial law. Their 
activities consisted of a mixture of trade.and banking: (hence the 
term ‘merchant. banker’) and reflected. that great change .in 
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medieval trade, which N.S.B. Gras (1939: 33-81) has called the 
transition from ‘the traveling merchant’ to ‘the sedentary. 
merchant’. In the fifteenth century the merchants- had. thus stop- 
ped travelling themselves with their merchandise; they could now 
simply send it somewhere abroad, where a buyer was located with 
the help of an agent. Banking changed in a similar way; there was 
now a main office at home and special branches or corres- 
pondents abroad. Fairs, at which the travelling bankers and the 
merchants could meet and which had been so popular earlier in 
the Middle Ages, were on the decline in the fifteenth century. 

International banking. was carried out in a small number of: 
European cities. Which these were is clear from the commercial 
manuals of the time. In Italy the merchant bankers could mainly 
be found in ‘Bologna, Florence, Genoa, Milan, Naples, Palermo, 
Pisa, Venice and the Court of. Rome (or wherever the Pope was 
in residence). Spain, France, England, Savoy and Flanders had a 
similar number of banking centres. There were Barcelona, Palma 
. de Majorca, and Valencia in Spain; Avignon and Montpellier in 
France; Geneva in Savoy;.Bruges in Flanders; and London in 
England. Paris was a major banking place for some years at the 
beginning of the fifteenth century; and Lyons. after 1465. 
Constantinople disappeared from. the international network in 
1453, when it was conquered by the Turks. There was no interna-* 
tional banking facility east of the Rhine; the Italians had tried to 
make Lübeck into a banking town but. failed because of opposi- 
tion from the Hanseatic league. 

In each of the foreign banking cities‘ there were groups of. 
Italians. organized into special ‘nations’ according to' their city of 
origin. These organizations usually demanded official recognition. 
of their incorporation as well as certain commercial ‘privileges, 
such as protection against arbitrary arrest, seizure of property 
and the like. Each ‘nation’ had from 12 to one or two hundred , 
members. In general, all bank employees abroad were also 
Italians, and on principle- foreigners were not employed. As a 
tule, the members of the ‘nations’ tended to ee rae of the 
local population. 

What characterized a major banking place in the Middle Ages 
was first and foremost that it had an organized money market. 
This basically meant that it. was easy to change foreign currencies 
and to buy and sell bills of exchange. Usually these activities took 
place in a public square, where daily meetings between bill-. 
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brokers and merchant bankers: were held. In Bruges one met at 
Place de la Bourse; in London at Lombard Street; and in Venice 
on the Piazza del Rialto. 

Between the various banking places there seems to have existed 
a regular service of couriers (the so-called scarcella), while special 
couriers were very rarely used. All the banking centres were,. 
however, not connected to each other. London, for example, was 
in direct contact only with Bruges, Florence, Genoa and Venice. 
Florence, on the other hand, was directly connected to many 
more cities, since it was, the major banking centre in Western 
Europe during the fifteenth century. In general, the.mail was very 
slow in the fifteenth century. The customary usance on the bills 
of exchange (which was mainly-decided by distance) was a couple 
of days for other Italian cities; thirty days for Avignon; and 


‘ninety days for London. Research on the elasticity of news in the 


fifteenth and sixteenth century has also shown that there was 
great variation in the time it took for a letter to reach its destina-- 
tion (Braudel 1975: 361-3). Between Florence and Venice, for 
example, the average time: for a letter was four days; the 
minimum was one day, and the maximum thirteen. : 

Outside the international financial network the traffic in money 
was considerably slower. This was something that the Pope often 
experienced since he had funds coming in from all over Europe. 
When money was transferred from Cracow in Poland to his court . 
in Avignon, it took eleven months just to get the money to 
Bruges. First it had to be transported to Bruges in the form of 
merchandise, which then had to be sold. From Bruges to Avignon 
— a distance not much further than that between Cracow and 
Bruges — it took only a month. All that was needed to execute 
the operation at this point was a letter oF advice and two book- 
keeping entries. 

During the fifteenth century Geneva also. played a Especial role 
in the- international -financial network as a clearing centre for 
international settlements. Bankers wanted to avoid shipping 
specie as much as possible, since it was expensive, risky and 
bulky. . Instead they tried to settle international balances through 
bills of exchange at a special fair, held in Geneva throughout most. 
of the fifteenth century. A specific measure — the SONDE — 
was also devised to facilitate these operations. . . 

A few of the basic aspects of the international financial 
network in the fifteenth century.have now been touched on: its 
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geographical location; communication between its parts; and the 
organization of banking communities in the various cities of the 
network. We shall now look at two more important aspects of the 
medieval network: the way the international banking houses were 
structured, and the.role that specific financial instruments played 
in structuring these networks. 

The so-called bill of exchange was the most important financial 
instrument in fifteenth-century international banking. The lettera 
di cambio had emerged in the fourteenth century as a way of 
circumventing the prohibition on-usury (see Nelson, 1949). The 
way a medieval bill of exchange was constructed may at first seem 
complicated but was in reality quite simple. Instead of just giving 
the borrower an ordinary loan with a ceríain rate of interest 
attached to it, the medieval merchant banker carried out an 
exchange of currency for the customer. He gave the borrower a 
specific sum in one currency and this had to be repaid in a 
different place and in another currency. The lender got his rate 
of interest in the form of a higher amount in the foreign currency 
which, however, first had to be transported back to the original 
lender and changed back into the original currency. The medieval 
bill of exchange was, in other words, literally a ‘bill of exchange’; 
and the way it operated was consequently very ditferent from an: 
*ordinary' bill of exchange today. 

What is of special interest about the medieval bill of exchange, 
from the viewpoint of international financial networks, is of 
course that a simple transaction such as a loan, which today 
usually takes place in one place in one currency, in those days 
took the form of a transaction in two currencies between fwo 
places. It is indeed true that the merchant bankers of the fifteenth 
century occasionally did away with the trouble of sending the 
money abroad and then taking it back just to earn some interest 
(so-called ‘dry exchange’ and ‘fictional exchange’). This, however, 
was fairly rare according to De Roover (1963b: 14), since the 
banks wanted to be on good terms with the Church and therefore 
respected the prohibition on usury. In general the medieval bill of 
exchange thus ‘require(d) the banker to operate with a network of. 
correspondents in other places’ (De Roover, 1963b:. 13). 

Having correspondents abroad caused many difficulties for the 
individual banking firms. If we take the Medici bank (1397-1494) 
as an example, it can first be noted that it was represented in 
most of the leading banking centres of the day. In 1455, at the 
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ZEN ES TABLE 1: | 
"Size of three major international banking houses of Florence in the fourteenth . 
v i s and fifteenth centuries 2. 
ee es 


Peruzzi ^ Acciaiuoli- Medici 





Office or branch’ > ` - — 1336 ` 1341 c — 711469 
$ No. of: No. of No. of |" 
, Staff staff staff 
Florence ` T d Ac. dies 12 
Avignon "M 5 237 5 
, Barletta Het a Ss s. '4 + No branch 
Bologna : Po $ Norecord : 1 ... No branch 
Bruges - 4 2 8o 
Castello di Castro (Sardinia) ] No record No branch 
Chiarenza (Greece) » . No record, , 2 ` No branch 
Cyprus ud anne: | No branch 
Genoa " 1 -6 No branch 
London ERES DEL go 4 2 "754 
Lyons - d. <6 No branch No branch |: 8 
Majorca E ae 2, , Norecord No branch 
Milan 1. No branch | 8 
Naples : : 8 £ 5 No record 
Paris cS 3 : 1 No branch 
Pisa 7 2 No record 
Ravenna No branch 1 No branch 
Rhodos $ ' 8 3 No branch 
Rome No record. 2 .- 8 
Sicily ` i 3 3 No branch 
Tunis 3 vU No'branch 
Venice 3 No branch 7 
Unidentified ot p STI 0 0 
Total : & 88 c 7537 "60 


Å- 
- Source: De Roover (1963a). ' i 


height of its power, the bank’ had branches in eight places and 
correspondents in eleven more. In ' each;branch the Medicis kept 
an office, which was run by a manager and a few clerks. The. 
whole office.did not exceed ten people; except in Florence where 
twelve people were employed in:'1469. That international banks 
were not huge operations in the Middle Ages Às clear from the 
fact that the Medici bank did not employ more than about sixty 
people at its height. The giants of international bánking in the 
fourteenth century were also fairly small operations in terms of 
- Size (see Table 1). i : 
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The main problem with having branches abroad in the Middle 
Ages was in controlling them. The branches could not be visited 
very often since it took far too long to travel back and forth. The 
mail was also so slow that a local manager could hardly be , 
expected to wait to hear from headquarters whenever an impor- 
tant decision had to be made. But ways had to be found to avoid 
local managers mismanaging the funds. Special *partnership 
agreements! were thus drawn up in the Medici bank. These 
contained a variety of rules to ensure prudent decisions by the 
branch manager. He was, for example, forbidden (at the price of 
a severe fine) to make loans to royalty on his own initiative. 
Neither was he allowed to do business for himself, stand surety 
for his friends or engage in gambling. The people who worked at 
a Medici branch abroad were always hand-picked by the head- 
quarters in Florence, in order to minimize any bonds of loyalty 
between the staff and the branch manager. The fact, finally, that 
the Medici bank was legally constructed as a kind of holding 
company made it possible for one branch to disavow the debts of 
another branch. At least on one occasion, the Bruges branch 
refused to honour debts that had been incurred by the London 
branch. 


The International Financial Network in the 
Nineteenth Century 


It is clear that there are certain similarities between the inter- 
national financial networks in the fifteenth and nineteenth: 
centuries. The core of each, for example, consisted of a handful 
of places with small communities of international bankers. The 
differences, however, are enormous. In the Middle Ages the 
nation-states had just been formed; the economy was 
undeveloped; and international trade was fairly insignificant. As 
a’ result, the network was small and its influence inside the 
individual countries was limited. In the nineteenth century, on the 
other hand, the process of industrialization had started with all 
that this entailed in terms of economic undertakings (Gerschen- 
kron, 1962; Landes, 1969). Foreign trade had nearly exploded; in 
1880-it was more than twenty times as great as in 1780 (Kuznets, 
1966: 306-7). Capital had also started to move across the borders 
in larger quantities than ever before. The three leading exporters 
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of capital — Great Britain, France and Germany — trebled their 
investments abroad between 1880 and 1914. When the -First 
World War started, their claims amounted to more than 34 billion 
dollars (Kuznets, 1966: 322- —5). à 

The international banks naturally played an important role in 
all of these foreign affairs. The discussion of the international 
financial network in the nineteenth century will therefore be 
centred on the question of how it was influenced by foreign trade, 
by investments abroad, and by loans to foreign governments. 
First, however, a few words need to be said about the geo- 
graphical location of the network; the kinds of communication 
that existed within it; and the rolé played by certain ethnic 
groups, especially among the merchant’ bankers. 

In comparison to the network of the fifteenth century, it is 
clear that the Italian bankers had played out their role. by the 
nineteenth century. When David S. Landes (1979: 16), in Bankers 
and Pashas, enumerates the leading banking cities of the nine- 
teenth century he includes only Amsterdam, Boston, Frankfurt, 
Paris, Liverpool, London and New York. To. these should 
perhaps be added a few more, such as Vienna, Frankfurt, ` 
Geneva, Berne and (after 1870) Hamburg. The undisputed finan- 
cial centre in the nineteenth century was London, which had 
taken over this position from Amsterdam during the Napoleonic 
wars (see: ‘McMichael, 1985: 134-6). 

The leading international banking city in a country was also 
usually the centre for local banking. Germany, however, was an 
exception to this rule; after the unification in 1870 Berlin became 
the local centre and Hamburg the international one (Kindleberger, 
1978: 71). The way the international network. branched out into 

“the individual countries in the nineteenth ‘century was also 
influenced by the way in which the national banking systems were 
structured. In the US, for example, legislation prevented the 
formation of branches abroad. And while the British banks in the 
early 1800s were scattered all over the country, in France they 
were concentrated in Paris. During the nineteenth century the 
international financial network also reached practically all coun- 
tries.in the world (see Table 2). British banks, for example; had 
branches in such. distant countries as PEU India, Brazil. and 
Uruguay. 

Individual banking firms s sometimes cunducisd business in a 

-multitude of countries but usually concentrated on one or two. 
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TABLE 2 
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Origin and sphere of interest of key merchant bankers in London, 1914 


e a M ———— 


Origin 


Sphere of interest 





Arbuthnot, Latham & Co. 


Baring Bros & Co. Ltd 


Arthur H. Brandt & Co. 
Wm Brandt, Sons & Co. 
Brown Shipley & Co. 
Cunliffe Bros 

Friihling & Goschen 
Anthony Gibbs & Sons 
C.J.'Hambro & Son 


Horstman & Co. 

F. Huth & Co. 
Kleinwort, Sons & co 
König Bros 

Lazard Bros & Co. 


Morgan, Grenfell & Co. ' 
Neumann, Luebeck & Co. 


N.M. Rothschild & Sons 


A. Rüffer & Sons 
J. Henry Schröder & Co. 


Seligman Bros 
Wallace Bros & Co. Ltd 


Agency house 


: German (via Exeter) 


German 

German 

US 

English 

German . 

South American 

German (via 
Copenhagen) 

German 

German (via Spain) 

German (via Cuba) 

German 

French-Jewish 


US 

South African 

German-Jewish (via 
Manchester) 

German (via Lyons) 

German 


US-Jewish 
Agency house (Scots) 


India, South America 


. Latin America, Far 


East, France, Russia 
Russia 
India, Russia 
USA, Mexico 
India, Natal 
West Indies, Egypt 
Chile, Australia 
Scandinavia, USA 


Germany 


' South America; USA 


Cuba 

Germany | . 

Paris, New York, Far 
East 

USA ` 

South Africa, Rhodesia 

USA, continental 
Europe 

France, Spain ; 

South America, Chile, 

~ Cuba, Russia 

USA, Germany 

India, Far Fast 


I 


Note: The twenty-one merchant bankers in this table formed the first Accepting . 
Houses’ Committee on 5 August 1914. : 
Source: Chapman (1984: 55, 201-4). 


This was especially true for the British merchant banks. The 
leading banking house of the time — the Rothschilds — was 
strong enough to build. up a very wide geographical network 
(Born, 1983: 54-6). By 1820 the Rothschild firm was represented 
by the five sons of Meyer Amschel in five different countries: 

Nathan Rothschild in London (1803); James Rothschild in Paris. 
(1812); Salomon Rothschild: in Vienna (1816); and Carl: 
Rothschild in Naples (1812). Amschel Rothschild had remained in 
Frankfurt, where the parent firm was located. In 1830 the Paris 
branch of the Rothschild firm opened an office in Brussels, and 
the London and Paris branches later established agencies in. 
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Madrid (1833-4), New York (1835-6), New Orleans (1843), 
Havana (1843).and Mexico (1843). To get a full picture of the 
geographical network of the Rothschilds one also has to include 
their many correspondents all ‘over the world. The most famous 
of these was undoubtedly Gerson Bleichróder, who was 
Bismarck’s private banker (Landes, 1960). 

Within the network communication was usually fast and effi- 
cient. The impetus behind this was, of course, that whoever is 
first in the know has an advantage in the market. The Rothschilds 
especially were famous for their well-functioning intelligence 
network and the wide variety of means they used: diplomatic 
pouches, balloons, pigeons, special couriers, and the like. In Gold 
and Iron, Fritz 'Stern's well-known biography of Gerson 
Bleichróder, Bismarck is quoted as saying, Through Bleichróder 
(my' private banker) I am accustomed to receive important 
political: news from Paris and St. Petersburg, usually eight days 
earlier than through my ambassadors’ (Stern, 1979: 311). 

The great event in the nineteenth century, as far as financial 
communications were concerned, was the invention of the 
telegraph. The telegraph was first used — by the Rothschilds and 
the Behrens — in the early 1840s but did not come into regular 
use until a couple of decades later (Chapman, 1984: 108). The 
Atlantic cable was successfully completed in 1866,.and by the. 
early 1880s London was in direct contact with all the: major 
continents. The effect of this development on the structure of the 
international financial network is not clear. It has been suggested 
that the telegraph helped to displace the family.as a working unit 
in international banking (Chapman, 1984: 67). With instant 
communication between various places the family suddenly 

"seemed to become a relatively inflexible unit, especially in 
comparison to fast-moving ‘loners’: like Sir Ernest Cassel and ` 
Jacob Schiff. Whether.this is indeed the case is hard to say. It is, 
however, clear that foreign branches could be controlled much 
more easily now that headquarters could be instantly consulted on 
all important questions. ' 

The great role that' ethnic bonds played in nineteenth-century 
banking,. especially in merchant banking, has often been 
commented upon. David Landes (1979: 19), in Bankers and 
Pashas, says that, *in a profession that was of its nature interna- 
tional and depended on the closest mutual confidence, the disper-. 

~sion of certain persecuted or disfavoured groups with common 
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values and ways of life to. cement them from within, and common 
pressures and prejudices ‘imposing unity from without, was a 
positive advantage’. The examples Landes gives are the . 
Huguenots, the Jews: and the Greeks from the Ottoman -Empire. 
These groups had. typically been, : expelled and persecuted a 
number of times and as a.result were scattered throughout 
Europe. But Landes (1979: 28) also warns that one.should- not 
‘overestimate the importance of ethnicity. While ethnic bonds 
might: help a banking firm to establish itself, in the long run it 
was usually profit, and pragmatism that counted. 

Little of novelty since Landes’s, ‘work had been said about the 
role of ethnicity in nineteenth-century banking till the early 1980s. 
At that time S.D. Chapman, a business: historian, and Michael 
Lisle-Williams, a sociologist, got involved in a debate in : The 
British. Journal of Sociology about. the merchant: bankers in 
England. Lisle-Williams (1984a, 1984b, 1984c) argued that since 
the nineteenth century the British merchant bankers had come to 
constitute a very cohesive and aristocratized group, which even- 
tually melted into the English upper ‘class. To S.D. Chapman, 
author of The Rise of Merchant Banking (1984) and the foremost 
authority on British nineteenth-century banking, this theory of an 
aristocratized banking elite smacked of cheap Marxism. He (1986). 
first of all reaffirmed Landes’s opinion that ethnicity played a key 
role in merchant banking (see Table 2). He also pointed out that 
only .a small number of the: merchant banks, such as the 
Rothschilds and the Barings, actually fitted Lisle- ‘Williams’s 
description-of an aristocratized elite. This, however, did not apply 
to the Anglo-German..and the Greek houses, which were very . 
careful to retain their ethnic identity well into the twentieth 
century. Figures showing that the acceptances of the Anglo- .~ 
German group clearly surpassed those of. the. ‘aristocratic’ banks 

from 1900 onwards sealed Chapman’s case. 

The three major activities of the international banks: in ‘the 
nineteenth century were to help finance foreign trade, to arrange 
for the export of capital to private investors-abroad and to put 
together loans for individual states. As: far as foreign trade is 
concerned, the international bankers had developed a number of 
sophisticated financial instruments, which simplified trade 
between two distinct places and.thus made possible a very 
extended international network (Landes, 1979: 14-15; 1969: 115- 
16). The basic problem with foreign trade, then as now, was that .. 
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the exporter cannot afford to produce the merchandise without 
first getting paid; and that the importer cannot afford to import 
the merchandise before it has been sold. The merchant: banker of 
the nineteenth century consequently directed his energy to finding 
a solution to this problem and to making money from the'solu- 
tion. This was done in a variety of complicated ways. The basic 
idea was to arrange for an advance to the exporter and to supply 
the importer with ready funds via a bill of exchange (for technical 
details, see especially Hidy, 1949: 124-63). The nineteenth- 
century bill of exchange, it should.be noted, was very different 
from the medieval bill of.exchange. It was typically drawn 'on 
sixty days on sight but could be discounted. immediately, 
especially if it had been vouched for (‘accepted’ ) by a well-known 
banking firm; it was constructed as a short: term advance, not an 
exchange of currencies. 

The basic kind of network needed to conduct foreign trade in 
the nineteenth century was a familiar one: a banking firm in a 
financial centre linked to trustworthy partners or "correspondents 
abroad, who were familiar with the foreign market. To export 
capital for private investments, however, demanded a quite 
different network structure (Landes, 1969: 118). Here the 
nineteenth-century banker essentially operated as an intermediary. 
between the investing public at home and a corporation abroad. 
The investment banker had to understand the workings of the 
stock market as well as the psychology ‘of the investing public. 
: The latter of these two tasks, especially, constituted a change for 
the private banker, who was used to dealing with. a small circle 
of wealthy clients rather than a large number of. small investors. 
The fact that the money was going to be used for an investment 
in some kind of industry also meant that the banker had to be in 
contact with some technical experts. When banks started to have 
technical departments is not known (Gille, 1973: 289-90). It 
should.also be noted that the relationship between banks and 
industrialists at this time was filled with mutual ‘suspicion. 

From a network perspective; it is of special interest that invest- 
ment banking often entailed syndication. Banks were thus forced 
to co-operate with other banks. David Landes ee 30) explains 
the rationale for this: 


the very:nature of investment banking necessitated the formation of syndicates 
that were wider and more heterogeneous. than the nuclear -commercial team. 
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There was the scope of the ventures: the risk had to be divided. There was the: 
need for access to several markets to insure a good sale. There was the problem 
of competition for contracts and concessions; it was easier to absorb rivals than, 
to fight them. 


The third major activity of the international bankers consisted 
in arranging loans to foreign governments. This. activity, -it 

should be noted, had little in common with the personal loans 
that the medieval bankers arranged for princes in the Middle 
Ages. Loans.in the nineteenth century were actually more: 
similar to private investment banking in that the funds were 
usually supplied by a large number of small investors through 
the Stock Exchange. pean to governments also often implied 
syndication. 

Especially ronen. the loans to various Sovecnnients (as well 
as through loans for private investments abroad) private bankers 
came in-contact with the .political authorities. What effect. this. 
had has been much discussed, though not very much researched 
(Chapman, 1984: x). Briefly, there exist three positions on the 
political impact. of the international banks in the nineteenth 
century: (1) they helped to cause the First World War (Lenin, 
1985); (2) they did not canse the First World War (Staley, 1935; 
Kindleberger, 1984b: 255-6); and (3) they helped: to maintain 
peace in the nineteenth century (Polanyi, /1944/ 1957: 3-19). 
To arbitrate between these three positions exceeds my present 
task and will therefore not be attempted. It should, however, be. 
noted that Lenin’s theory is much. too simple: the available facts 
point to thé need for a far more complex theory.. For example, 
it is clear that the French tried to use foreign credit as a direct 
instrument of foreign policy during the nineteenth: century, while 
the Foreign Office in England often felt that it was not their 
task to protect the loans of the se bankers Chapman: 1984: 
161). 1 


The International Financial Institutions and the - 
Current International Financial Network (1945- ) 


The international financial institutions (IFIs) were essentially 
created in the period after the Second World War. Since the 1960s 
a new.international financial network has also emerged. If we | 
start with the IFIs, it can be noted that these have attracted some . 
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attention from sociologists, especially since the 1970s. This is 
especially true for the' International Monetary Fund (IMF) and 
the World Bank (International Bank for Reconstruction and 
Development:. IBRD), while the Bank for ‘International Settle- 
ments (BIS) and the less well known IFIs like'the Paris Club have 
not been looked into at all. The most important contribution by 
sociologists to the understanding of the IFIs has clearly been to 
explore the history surrounding their creation. The. more. recent 
activities of the IMF and the IBRD — and by this I essentially 
mean their loans since the 1960s to Third World countries — have 
not really been researched even though they occasionally have 
been touched upon. ^. -. : | 

In The Origins of International Economic Disorder (1977) the 
sociologist Fred Block discusses the birth of the IMF and the 
World Bank as part of his general analysis of US international 
monetary policy between the Second World War and the 1970s. : 
During the 1940s the US government spent a lot of energy in- 
creating an international economic order with a high degree of 
‘openness’ in order to ensure that there would be foreign markets 
for US ‘products once the war was over. In Block’s version, the 
US strategy was basically to eliminate the desire .by European 
countries to introduce some form of ‘national capitalism’. The ` 
idea that a nation could be ‘closed’ was quite popular in countries 
like Britain before as well as after the Second World War, since 
this meant- that they would be less exposed to international 
economic forces. The IMF and the World Bank, in. Block’s 
account, were thus created as part of the US effort to institu- 
tionalize am ‘open’ world economy: The task of the IMF was to 
prevent individual countries from having managed currency rates, 
exchange controls, and the like; while the task of the World Bank 
was to finance and shape the reconstruction of Europe’s industry 
in such a way that ‘national capitalism’ would not appear an 
attractive option. . i 

A somewhat different version of how the.IMF and the World 
Bank came into. being can be found in an important article by 
Laurence H. Shoup in Jnsurgent Sociologist (1975; see also Shoup: 
and Minter, 1977). Shoup's major finding is that planning in the 
US during the 1940s for a new world order was decisively. 
influenced by the ideas of a small lobbying group, the Council on . 
Foreign Relations.. The reasoning of its members, which was. 
essentially accepted by the Roosevelt administration, was that the 
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US must create a worldwide empire of free trade. This ‘grand 
area”, as it was called, included Western Europe, the European 
colonies, China and South-East Asia. Again the reason was to 
ensure the existence of foreign markets for US products after the 
Second World War. To help integrate this ‘grand area’, it was 
_ realized as early as 1942, specific international financial institu- 
tions had. to be created. In Shoup's version, the IMF and the 
World Bank were consequently the brainchild of the Council of 
Foreign Relàtions rather than of Harry Dexter White and John 
Maynard Keynes, as is commonly assumed. ; 

It is clear from Block and.Shoup’s accounts that the IFIs were 
. the result of conscious actions by political institutions. In this 
sense they can be said to. constitute ‘enacted’ ‘rather -than 
‘crescive’ institutions as international financial networks. This’ 
should however not be interpreted as meaning that the IMF and 
the World Bank actually came to play the key roles in construct-. 
ing the American empire, as the US planners had originally envi- 
sioned.. The economic reconstruction of Western Europe, as it 
turned out, was not handled by the World Bank but through the 
Marshall Plan. And the IMF did not become the decisive institu- 
tion in international financial affairs. It was- quickly relegated to 
the background, and the important decisions in international 
financial affairs were instead made by the US government itself. 
' What eventually happened was that. both the IMF and the 
World. Bank (including its two sister organizations, the Inter-: 
national Finance Corporation and.the International Development. 
Authority) were assigned new roles in the world economy. In thé: 
1960s the World Bank essentially became a supplier of long-term 
capital to Third World countries and the IMF a supplier of 
balance'of payments loans to approximately the same group of 
countries. In the early 1970s social scientists of a radical persua- 
sion started to criticize the IMF and the World Bank for the way 
they carried out these activities (Hayter, 1971; Payer, 1974; cf. 
Payer, 1982). Their argument was basically that the IME and the 
IBRD used their loans to strong-arm Third World. countries into 
accepting the kind of free trade capitalism that the US had 
promoted since the Second World. War and that only favoured 
the powerful Western nations. To show this, it was pointed out 
that the World Bank was not allowed to give loans to countries 
which reneged on their international debts, which expropriated 
foreign property without ‘adequate’ compensation or which failed 
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to honour their agreements with foreign corporations. To get a 
loan from the IMF, it was argued, a country typically had to cut 
back on its public sector, show greater hospitality to foreign 
investors and, abolish subsidies: for food and housing. To 
challenge the World Bank and. the IMF was a sure way for a 
country to be cut off from the international capital market. 
Soon this type of criticism also became popular in sociology, 
and when the IFIs are discussed . ‘among sociologists, it is usually 
in à critical manner. This-is as true when post-Second World War 
capitalism in general is discussed: (for example. Makler et al., 
1982: 13-23) as when some particular aspect of IMF-IBRD's 
policies is under scrutiny (Wood, 1985; Swedberg, 1986). What is 
perhaps lacking in: these analyses is more òf an ‘orientation to 
research on the actual social mechanisms that are at work in 
particular, concrete examples. For an example of how this type of 
research can be done, the reader is particularly referred to Albert 
Hirschman's excellent analysis of World Bank projects in Deve- 
lopment. Projects Observed (1967). Hirschman shows that one has 
to look at the interaction of a specific project with its social and 
geographical milieu: — and not only at the policies of the Bank 
— in order to understand what actually happens. i 
“While sociologists have made'a.contribution to the üideritand: 
ing. of the IFIs, they have paid little attention to the new inter- 
national financial network that. has come into being since the 
early 1960s. It is true that a few'analyses touch upon the contem- 
porary network in.one aspect or another (see Wachtel, 1980; 
Stallings, 1982; Hawley, 1984; Meyer, 1986; Wood, 1985). None, 
however, directly address the key. questions of how the new 
network has developed and what its general structure is like. In. 
this, it should be added, sociologists are not alone.. When, for 
example, economists have discussed. the growth in international 
banking since the 1960s they have avoided analysing. the social 
structure of the .international De wp and have stuck to more 
conventional -economic perspectives. A special mention should 
finally be made of the work by the Dutch political scientist 
Meindert Fennema and his 'study International Networks of 
Banks and Industry (1982; see ‘also. Fennema and Schijf, 1985). 
Fennema (1982) analyses the interlocking directorates of about 
200 of the. world's. largest corporations (including banks) in. a . 
variety of countries: His general conclusion is that there is a loose 


— international network between banks and industries, and that this. 
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has grown denser between 1970 and 1976. The key roles in this 
network, he shows, are played by a few .New York banks and 
some Dutch multinationals. 

To get: a full picture of the international financial network 
which has developed after the Second World War one has to go 
beyond the restrictions imposed by conventional analyses of 
interlocking directorates. One must look at the specific history of 
the network, its geographical location, its structure of communi- 
cation, and so-on. When this is done, as I shall show, it will be 
clear that the international financial network looks very different 
to the one that can be reconstructed on the basis of an analysis 
of interlocks. - 

The general framework for the sülernstidnal financial market, 
which. grew up in the 1960s, is in broad lines the following (see 
Mendelsohn, 1980). Most. of the international capital movements 
between 1945 and 1965 were made directly through governments 
and the IFIs. A true international capital market with private 
actors consequently did not exist. Such a market, however, came 
into being in the mid-1960s -with the birth of the so-called 
Euromarkets in which currencies were’ borrowed and lent (‘the : 
Eurocurrencies market’), loans. put together (‘the. Eurocredit 
market") and bonds issued (‘the Eurobond market’). These 
markets grew explosively during the 1970s as did the foreign bond 
market and the trade in foreign exchange. There were many 
reasons for this: the need to: recycle the giant OPEC funds; the 
growth in international trade; the introduction.in 1971-3 -of 
floating exchange rates; and the general need in the postwar 
period for world reserves. Hundreds of banks now hurried to‘ 
open branches abroad.. The sums involved were soon truly 
astronomical. Foreign trade was estimated in 1977 at a value of 
around $2 trillion and foreign exchange transactions as $50 
trillion (Moffit, 1983: 136). The international financial market 
was estimated to be worth around $500 billion in the same year . 
(Mendelsohn, 1980: 37). Development since 1977 has continued to 
be equally dynamic (The Economist, 1987a: 3-7). ` 

In the international network of interactions that was soon to be 
the result of.all these developments ‘there were several different 
types: of actor. The international banks were obviously key 
players. In 1977 it was estimated.that somewhere between 500 and. 
1000 banks were active in the Eurobond and Eurocredit markets. 
Of these, around 50 did most of the business (Mendelsohn, 1980:.: . 
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67, 148). If one also adds minor banks, the number probably 
increases to a couple of thousand. By 1977 most central banks 
and governments were also part of the international scene, as well 
as a number of institutional investors. To this should be added 
the IFIs and, since the early 1980s, a number of giant corpora- 
tions, which have started to sell securities directly on the inter- 
national market rather than take loans from the banks 
(‘securitization’). 

From a geographical viewpoint, the new international financial 
network is extremely complex .and wide-ranging. A bank like 
Barclays has today more than 5000 branches worldwide, and it is 
not uncommon for an international bank to have a couple of 
thousand correspondent banks. The international financial 
network today reaches most corners of the world, including some 
of the socialist states. A novelty in the post-Second World War 
network is the emergence of certain offshore centres, where bank- 
ing regulation is particularly lax or non-existent. Among the more 
famous of these are Bahrain, the Cayman Islands and Panama. | 
The centre of the whole system is generally considered to be 
London, closely followed by New York. Exactly which cities 
constitute the core of the new network is debated and depends on 
whether one uses external assets or number. of foreign banks as 
a criterion (see Davis, 1976: 28; Mendelsohn, 1980: 259). External 
assets is more frequently used, sometimes in combination with the 
number of foreign banks (see Table 3). 

An important policy problem connected with the geographical 
distribution of the new: international financial. network is the: 
question of which country is responsible for which banks. In 
1975, one year after the collapse of Bankhaus Herstatt, it was 

^ decided by BIS that the host country was responsible for foreign 
subsidiaries; foreign branches remained the responsibility of the 
home country (‘the Basle Concordat’). But in 1982, when Banco 
Ambrosiano failed, the Bank of Italy refused to honour the debts 
of its Luxemburg subsidiary, and this has thrown doubt on the 
efficiency of the Basle rules. The question of. ‘lender of last 
resort’ is therefore still something of a problem in today's inter- 
national network. 

Communication between the various parts of today! s inter- 
national financial network is extremely fast. Depending on the 
market, different means of communication are used: telephones, ` 

> telexes, faxes or various computerized systems. Eurobonds and 
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TABLE 3 
World financial centres in 1978 





, 











External assets* ` Number of foreign 
($ billion) 7 — banks** 
London 03 . 308 
New York 78 s. . 274 
Bahamas** 83 . 285 
161 559 
Frankfurt | 61 : 172 
Luxemburg*** f $3.5 5 : 67 
: 114 ^" " ^" w 1239: 
Zurich. 73 111 
` Paris 58 | 194. 
‘Amsterdam — ; 35 . : : 7 — 
Brussels —— a 31 68 
Toronto** ‘ 20 : '- 90 
Milan | | 18 i ^ 40 
Tokyo , . | 17 . 137 
Panama ` 10 : © 111 
Re ee 
*The information on external assets comes from IMF's International Financial” 
Statistics, March 1979, where they are given per country. To equate the assets 
for a country with a specific city, as has been done in this table, presents. 
problems in the cases of the US, West Germany and Canada, each of which has 


several financial centres. , 

**This information, from The Banker, “April 1979, includes branches, 
subsidiaries, other ffices and shareholdings in consortium and domestic banks. 
***The information on the Bahamas is here lumped together with that of New * 
York, since most of the business in Bahamas. is done by US banks. The same 
reasoning is behind lumping together Frankfurt and Luxemburg. 

Source: Mendelsohn (1980:'259) 





TABLE 4 
Members in the Society for Worldwide Interbank Financial Telecommunication 
(SWIFT) 
Year Member banks . Member countries Directly connected 


s bank locations 
te M EP MN MM ae 


1977 ` 519 ' 21 505 

1978 586  . 24 619 5 
1979 683 29 659 > 
1980 768 27 35 | 748 

1981 . 900 . 39 ; 917 

1982 017 44 . 1239 

1983 063 f 53 “1699 

1984 ` 084 54 1853 
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Euroequities are, for example, a telephone market (The 
Economist, 1987b: 13). In 1973 a worldwide electronic system for. 
interbank communication called SWIFT was introduced, and- 
today it connects some 2000 banks in more than 50 countries (see 
Table 4). This system is mainly used for various forms of 
specialised international financial transaction, such as customer 
transfers, bank transfers and foreign exchange deals (The Banker, 

1984). Agencies like Reuters also supply the international banking 
community with instant news on foreign ‘exchange rates, stocks 
on foreign exchanges and the like. The social consequences of : 
these new means of communication are several. One that ‘is. fairly 
obvious is that they have enabled a much more complex and far- 
reaching international network to come into being. Another is 
that it has become increasingly difficult for nation-states to: 
control the activities oh the international VRBE within their 
borders: 

The new ways of f doing business since:the 1960s have also had. 
a direct impact on the network structure. In particular there is-the 
fact that international banks for various reasons borrow from 
each other and keep short-term deposit funds with each other. 
The market for so-called international interbank lending 
amounted to around $2.5 trillion in 1986 (The Economist, 19872: 
28). A danger here is that when one bank gets into trouble, a 
chain reaction is set off and the whole system of international 
banking is endangered. Eurobonds and Eurocredits, it can also be 
noted, are primarily group activities. They-are typically arranged — 
by one or several big banks (‘the managing bank(s)) and then. 
parcelled out to a number of. smaller banks ('the participating 
banks’). New groupings are formed for each new loan, and-no 
^ bank is responsible.for the commitments of the others. Often only 
the big banks make a profit from these activities; the smaller. 
banks mainly participate to get into the market and to improve 
their relationship with the bigger banks (Mendelsohn, 1980: 71- 
91, 183-97). 

On the jure development of the current Mon finan- 
cial network, there is much to say. Here it must:suffice to note 
that new financial innovations are constantly occurring, some- 
thing which gives both a dynamic quality and a certain instability 
to the international financial market. To the economic sociologist 
this, among other things, raises: the question of social control. 
= Which institutions, for example, are needed to ensure a minimum 
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level of stability? And how is the correct balance between 
national and international supervision to be struck? 


Concluding Remarks 


My general conclusion, as far as economic sociology is concerned, 
is that while the study of IFIs can be said to be basically well under 
way, research on the international financial networks constitutes 
more or less virgin territory. Much of this chapter has conse- 
quently been devoted to an attempt to outline how this research 
can be done. For reasons of space it has not been possible to 
scrutinize any one network in great detail. The three examples 
which have been:discussed, however, indicate some of the elements 
that are important to the way an international financial net- 
work is structured. When studying an international financial 
network,.one thus has to look at: 

its geographical location; 

its means of communication; 

the financial instruments used; 

the content of the financial transactions; 

the organizational structure of the banking firms; 

the relationship of the network to the political system. - 

In certain cases one should also pay attention to the ethnicity of 
the people involved and the interlocks in the network. 

Each of these factors, in my opinion, needs to be much further 
researched. Some good starting points for this can no doubt be 
found in the existing sociological literature. If we take ethnicity 
as an example, it is clear that Edna Bonacich's (1973) essay on 
‘middlemen minorities’ or ethnic trading peoples is relevant here. ` 
In this context one can also mention Lewis Coser's (1974) analysis 
of the relationship between German rulers and their ‘court Jew’ 
bankers in the seventeenth and eighteenth centuries. The social 
mechanism that Coser lays bare is that of a ruler who exploits the 
isolation and financial resources of a group of outsiders in order 
to get an ally in the fight against vested interest groups in his 
country. | 

In other areas, however, there is little useful literature, and the 
researcher will mainly have to rely on his or her sociological 
imagination in combination with historical data. This is true of 
such topics as the organizational structure of international . 
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banking firms and the kinds of financial instrument used in inter- 
national economic transactions. But given the present level of 
creativity in economic sociology, this should not present insur- 
mountable difficulties. The important thing, when it comes to 
international financial networks (as well as any other area of the 
economy which has not yet been analysed by economic 
sociologists), is simply to put the topic on the agenda for research 
that needs to be done. The way for today’s economic sociology 
to advance and to prove that it has an important contribution to 
make is constantly to confront new and challenging topics. 


Notes 


I thankfully acknowledge the support for this research by Humanistiskt 
Samhillsvetenskapliga Forskningsrádet in Stockholm, Sweden (Project F 50/86). 

1. A computerized search was made in Sociological Abstracts on 30 January 
1987 on BANK? as a title, descriptor and identifier. A manual search was made 
for the years 1953-62. The result was that between 1953 and 1986 only six articles 
on international banking had been, published in professional sociological 
magazines: Schmidt (1969); Michalet. and Cohen (1978), Michalet (1979), Lisle- 
Williams (1984a, 1984b, 1984c). Some information on international banking can 
also be found in works which do not appear in Sociological Abstracts, for exam- 
ple Wallerstein's (1974, 1980) volumes on 'the modern world system'. 

2. The search in Sociological Abstracts described in note 1 turned up only two 
references in professional sociological journals to the IFIs: Yudelman (1976) and 
Holman (1984). But on this topic, as I shall show later, there exist a few addi- 
tional, important studies by sociologists. l 

3. According to Robert Z. Aliber’s (1984) survey of international banking — 
which is considered to be the first of its kind — economists have advanced several 
different theories to explain the growth in international banking after the Second 
World War. One can quickly gain an idea of their general content through their 
names: the follow-the-leader theory, the theory of direct investment, the cost of 
capital theory (‘Q theory’), and the theory of superior technology. 
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Résumé 





Le chapitre introductif de ce numéro fait d’abord la critique de plusieurs 
contributions classiques à l'étude théorique des rapports entre économies 
et sociétés - à savoir, les perspectives théoriques de. K. Marx, M. Weber, 
J. Schumpeter, K. Polanyi, T. Parsons et N. Smelser. Cette critique 
historique traite en méme temps des problématiques de la rationalité, des 
rapports micro-macro, de l'échange, des contradictions structurales et du 
changement économique et social. 

La deuxiéme partie du chapitre développe la problématique analytique 
de la sociologie économique, et examine les concepts suivants: l'acteur 
économique; l'échange marchande, la structuration de l'activité économi- 
que (production, distribution, consommation); l'Etat et le réglement et la 
légitimation sociale de l'économie; les effets des processus économiques 
sur Ja société globale (classes sociales et inégalités, intéréts économiques, 
développement économique et changement structural, conséquences 
internationales). . : 

M. Morishima met en contraste les deux grands paradigmes pour 
l'analyse de l'idéologie et de l'économie; marxiste et wébérien. Selon la 
première approche, l'idéologie n'est plus que le reflet des conditions 
matérielles sous-jacentes et plus fondamentales, tandis que la seconde 
reconnait que, sur la base d'une idéologie donnée, seul un type de 
systeme économique, compatible avec cette derniére, peut émerger et se 
développer. Aprés l'examen des critiques adressées à l'approche 
wébérienne, l'auteur reformule la thése de Weber sur l'éthique 
protestante comme une proposition d'instabilité: elle se base, en effet, 
sur le'constat que les Catholiques et les Protestants, acceptant une seule 
‘Bible mais l'interprétant de maniéres différentes, différent aussi dans 
leurs modes de comportement quotidien. En étendant cette proposition 
au cas du Japon, l'auteur. démontre que le systéme économique 
correspondant au confucianisme japonais est trés différent du capitalisme 
protestant de Wéber. Avec l'avènement du capitalisme japonais, la 
gamme des économies capitalistes s'étend et se diversifie. 

Suivant le méme fil théorique l'auteur s’interroge, si les leaders politi- 
ques et les révolutionnaires du Tiers-Monde ont réussi à modifier ou à 
remplacer les idéologies existantes, afin d'établir de nouveaux régimes 
économiques. Les perspectives marxistes et wébériennes sont enfin 
jointes, dans le but d'obtenir une théorie de la congruence dynamique, 
théorie qui sert à l'étude d'une transformation historique envisagée par, 
J. Schumpeter. 

.Pour A.H. Halsey, la scolarité peut être considérée comme un bien de 
production, de consommation, ou un bien positional. Dans les économies 
politiques des systémes d'enseignement, les pays sociaux-démocrates 
européens occupent une position intermédiaire. entre les économies 
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planifiées des sociétés communistes et les économies de marché des Etats- 
Unis et du Canada. Mais tous ces pays, sans exception, sont caractérisés 
à la fois par des influences étatiques et commerciales sur les institutions 

. d'enseignement. On peut distinguer trois marchés fondamentaux: celui 
que concerne les inscriptions étudiantines, celui des étudiants débouchant 
sur le marché du travail, et, enfin, le marché des produits de la recher- 
che. Les différences sur le plan de l'économie politique influent sur le 
systéme d'enseignement comme un vaste appareil sélectif, qui fournit des 
placements éducatifs à l'une des extrémités du processus, et l'insertion 
dans l'emploi, à l'autre extrémité. La tendance générale que l'on peut 
discerner, vers la méritocratie, et contre les effets ascriptifs, n'a pourtant 
eu qu'un succés partiel en ce qui concerne la création de l'égalité des 
chances parmi les classes sociales et les groupes ethniques. Les inégalités 
sexuelles ont été nettement réduites au 20 éme siécle, dans un contexte 
d'expansion, dans de nombreux pays, des institutions d'enseignement 
supérieur. 

Selon J. Berger, les rapports entre marché et état, pendant la période 
de croissance d'aprés-guerre connue par les pays capitalistes avancés, 
furent dominés par le cadre institutionnel de l'état-providence. L'auteur 
met d'abord en lumiére les éléments appartenant à ce contexte; ensuite 
il s'interroge, si les institutions de l’état-providence tendraient à 
stabiliser, ou plutôt à déstabiliser, l'économie de marché. La troisième 
question posée concerne ce quí succédera à l'état-providence, en suppo- 
sant que la capacité de croissance de cette derniére serait épuisée. On 
offre, enfin, quelques indications sur la direction probable des 
changements institutionnels qu'affrontera l'état-providence keynésien. 

A. Kozminski s'intéresse aux enjeux fondamentaux de la transition 
vers une économie socialiste au réglement marchand. Il traite les 
problèmes suivants: l'identité de l’économie socialiste à planification 
centralisée, la discrimination des types principaux de ces systémes 
économiques et de leurs corrélats socio-politiques, et la mise au jour des 
facteurs principaux qui sous-tendent à leur dynamique systématique. Il 
en résulte que le “système paramétrique", résultant des réformes 
partielles fondées sur le principe de la décentralisation, constitue, 
apparemment, une étape intermédiaire nécessaire, sur la voie du systéme 
staliniste ‘‘classique’’ vers celui réglé par le marché. 

A. Bagnasco s'intéresse aux échanges de biens et de services qui échap- 
pent à l'enregistrement statistique et restent inconnus. On constate, en 
plus, Pexistence des échanges de biens et de services, parfaitement 
légaux, qui ne sont pas comptabilisés en termes monétaires. Plus on 
s'éloigne du marché, plus les complexités conceptuelles s'augmentent. 
Les exemples sont tirés de plusieurs lignes de recherche, des problémes 
du calcul à ceux de la théorie du développement. 

A. Öncü résume les deux approches principales et concurrentes dans 
la recherche contemporaine sur la migration ouvrière: ‘‘behaviouriste’’ 


<< 
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(équilibre) et historico-structurale (conflit). Il se penche ensuite sur les 
questions théoriques qui prédominent actuellement dans le paradigme 
structuraliste. Pendant les deux dernières décennies; l'enjeu principal a 
été de lier les flux - -migratoires aux processus historico-structuraux de 
l'économie mondiale. La tendance principale des années 1980 s'est 
éloignée des formules générales, pour essayer plutót d' expliquer les varia- 
tions parmi les pays industrialisés métropolitains en ce qui concerne leur 
recours à la main-d'oeuvre étrangère, et leurs manières différentes 
d'accueillir les immigrés. La seconde partie du chapitre est consacrée à 
l'examen des concepts pertinents à cette problématique: segmentation du 
marché du travail, enclaves imimigrées, modes d’insertion de la main- 
d’oeuvre .étrangére, etc. ; 

V. Bornschier et H. Stamm résument la recherche, trés riche, sur le 
róle des entreprises transnationales dans le processus du développement 
mondial. Partant de la question de la spécificité des entreprises transna- 
tionales par rapport aux autres grandes entreprises, les auteurs examinent 
les perspectives théoriques diverses sur ce:phénoméne de l'économie 
capitaliste mondiale. Ils présentent ensuite des:données longitudinales sur 
le développement de l'activité économique des transnationales, et les 
résultats de plusieurs études empiriques et analytiques qui s'intéressent 
aux effets des ETN sur le développement économique, la répartition des 
revenus, le travail et l'état-nation. Ils résument, enfin, les résultats des 
études portant sur les ETN en tant qu'organisations, et sur le contróle 
qui s'y exerce. La conclusion de l'article porte sur le synthése conflictuel 
de la logique des états et de celle des entreprises, dans le Systeme 
mondial, et sur des lignes de recherche ultérieures. - 

Selon G. Geraffi, les changements survenus dans l'économie moridiale 
ont eu des interactions complexes avec les politiques au nivezu national, 
surtout dans les pays en voie de développement. Son chapitre esquisse un 
modéle-crise des changements dans-la formulation des politiques, modéle 
orienté vers les contraintes internationales et domestiques liées aux modes 
d’industrialisation endogène et exogène. Le modèle sert à analyser les 


tournants critiques dans les trajectoires du développement de quatre pays 


industrialisants nouveaux (NICS) d'Amérique latine et d'Asie orientale: 
le Brésil, le Mexique, la Corée du sud et Taiwan. L'on essaie d'expliquer 
à la fois les divergences et les convergences: des modalités de développe- 
ment en Amérique latine et en Asie orientale, sur la base des crises 
répétées et souvent prévisibles des stratégies du développement national; 

Dans son chapitre, R. Swedberg examine la littérature disponible sur 
les réseaux et les institutions financiéres internationaux et esquisse leurs 
possibilités d'étude sociologique. Il'polémique, également, contre l'usage 
actuel de terme ‘‘réseau’’ dans la sociologie économique, et préconise 
une’ perspective plus ‘historique et sociologique. Ce dernier point est 
illustré au moyen d'exemples sur des réseaux financiers internationaux du 


r+ 15 ème et du 19 éme siécle, et de l'époque actuelle (de 1945 à nos jours). 
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